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THE OUTLOOK 


The Fall in Bonds—Prospect for Rate Advance—Progress of 
the War—Liberty Bonds and Money Market—Business 
and Stock Market Prospects 











HILE the decline in stocks has halted, bonds continue to fall in a rather surpris- 
ing way. At this writing an average of 10 high-grade railroad bonds stands 
close to 83, which compares with 963% for the same bonds last January. Dur- 
ing the last three weeks this average has fallen three points. These are bonds on 

which the payment of interest and principal is considered to be assured regardless of fluc- 

tuations in earnings, and their price changes are usually narrow. That is what makes the 

present decline so extraordinary. . 

In recognition of the situation, the Controller of the Currency has instructed all Na- 
tional Bank examiners that they are not to require banks to charge their high grade bonds 
down on their books to the present abnormal figures. _It is hoped that this may decrease 
the pressure on the bond market and may also help the money market by enabling the banks 
to leave undisturbed some of their outstanding loans based on such bonds as collateral. 





Scarcity of Capital 


HE scarcity of capital is emphasized by the weakness of the new Liberty 4s, which 
have sold as low as 98.10. Since these bonds are convertible into any later war 
bonds issued by the Government at a higher rate of interest, they ought to be for 

the most part proof against a decline resulting from the rising cost of capital. 
Presumably their interest yield will, through the conversion clause, rise roughly in propor- 
tion to any further advance in the market cost of new capital. 

Evidently, therefore, it is the actual inability of many investors to buy that is causing 
the extreme weakness in the bond market. The big Government bond issues, the heavy 
taxes, the rising cost of living, and last but not least the great depreciation in all security 
values, have for the time being swept the investment market almost bare of buying power. 





> 





Prospect for Rate Advance 


N regard to railroad rates, one point at least has been gained. Every one now 
sees the acuteness of the problem and the absolute necessity of in some way 
oR ing the position of our transportation system. 
ae S. Davies Warfield says that “the credit structure of the railroads has been 
seriously impaired and the properties are very much undermaintained.”” Frank A. Vander- 
lip says that we need “‘a radical change in the system, fashioned along the plan of the Fed- 
eral Reserve system.” Samuel Rea believes that the time has come when Government loans 
to the roads should be seriously considered. Paul Warburg says that in order to perform 
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their duties the roads must be afforded substantial relief. Controller of Currency Williams, 
who certainly will not be accused of any prejudice in favor of the roads, says substantially 
the same thing. 

In the mean time, the Government's Railroad War Board is planning for an embargo 
on the transportation of a list of over 500 articles considered non-essential, because of the 
physical inability of the roads to handle all the miscellaneous traffic offered them in addi- 
tion to special war demands. 

For a country 3,000 miles wide and about the same distance from the field of active 
conflict, efficient transportation is evidently the first war necessity. Wall Street in general 
feels confident that the 15 per cent rate advance must be granted as a war measure, and 
hopes that some further aid may be extended to the roads in the matter of financing. 


Russia and Italy 


SY w)! is still a question whether the fall in values has discounted the adverse events of 
b4 the war in Russia and in Italy, which are almost universally taken to mean a 
Gera) = much longer war than had been expected. Based on the rates of exchange, Rus- 
=——<=— sian money is now worth in this country only a little over one-fifth of its normal 
value and Italian money a little over one-half. These low rates are in large part due to the 
big issues of paper money in those countries. The Russian Imperial Bank now has about 
$8,000,000,000 outstanding in bank notes, against $1,161,000,000 Aug. 1, 1914. At 
the same time the fall in exchange reflects the very grave doubts felt in the financial com- 
munity as to the future of the two countries. 

There are some, however, who hold the view that German victories have little signifi- 
cance unless they add in some way to the economic strength of that nation, since the war 
has now settled down to a test of economic endurance. From this point of view only a 
separate peace with Russia or Italy would afford Germany any substantial relief. 


Liberty Bonds and the Money Market 
ca: floating of $3,808,580,000 of Liberty bonds—the actual amount allotted— 


without a tremor in the money market shows that our Government's financial ma- 

chinery is now adequate to the heaviest demands. The payment of 18 per cent 

which fell due last week represented $685,580,000, the largest single transfer 
of credit ever known in Wall Street or elsewhere. But on the same day $300,000,000 U. 
S. Treasury certificates of indebtedness matured, balancing nearly half of the Liberty bond 
payments. There is a steady increase in the use of the rediscounting facilities of the Fed- 
eral Reserve system. The total of bills discounted and bought in the oper: market is now 
well towards $700,000,000. But gold reserve against notes in circulation is still 65.9 per 
cent, which compares with a legal requirement of 40 per cent. The Federal Reserve sys- 
tem contains tremendous possibilities of further inflation. 


Business Conditions 


HERE is increasing conservatism in business circles, although war activities keep 

production and distribution up to the highest notch possible under prevailing con- 

ditions as to labor and materials. There is undoubtedly some reduction in the 

turn-over of goods. The widespread agitation for greater economy is bringing 

results. About 10,000,000 persons have signed the food pledge. Theaters are complain- 
ing of poor attendance. 

Scarcity and inefficiency of labor is the greatest problem and must of course continue 
to be, since winning the war is essentially a question of labor power. A great volume of 
war work is added just at the time when 2,000,000 men are under arms and another 500,- 
000 are soon to be called. It is perfectly clear that a good deal of work of some kind will 
have to be left undone. Labor must be concentrated on the essentials for the war and the 
unessentials must be eliminated. 

Wage advances continue and women are steadily drifting into employment, attracted 
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by higher pay and at the same time pushed by the higher cost of living. 
will, of course, continue throughout the war. 


The Market Prospect 


ITH no prospect for any let-up in the war demands for capital, it is hard to see a 
basis for any permanent advance in the general level of the bond market at pres- 

@ ent. There must be, necessarily, a plane of bond prices which will represent re- 

= adjustment to the new situation, but he would indeed be a bold prophet who 
should attempt to say when that level hab been reached. 

Some of the uncertainties confronting the stock market have been eliminated, and this 
fact tends toward stability Prices have been fixed for nearly all important commodities 
and in the main they are such as to afford fair profits. The excess profits tax remains to 
be interpreted, but its effects are now known within limits. The railroad rate question is 

















Prominent Bankers at the Investment Bankers’ Convention in Baltimore, Md. 
(Left to Right) Warren S. Hayden, Lewis B. Franklin, B. N. Freeman, J. S. Smith, W. R. Compton, 
Chas. W. McNear, J. N. Wright, C. L. Stacy, W. G. Baker, Jr.. Chas. H. Gilman, 
R. E. Field, Lawrence Chamberlain. 





well on the way to a decision, with good prospects that it may be favorable. The country 
is becoming adjusted to the idea of a long war and is beginning to practise the necessary 
economies. 

On the other hand, the removal of price and tax uncertainties also removes in part the 
inducements to speculation. Steel and copper prices, for example, are not likely to rise— 
unless a new price has to be fixed to meet higher costs. The very measures which have put 
our industries-on a permanent war footing have taken the glamour out of speculation. 

While the market is showing some improvement as this is written, we do not see any 
definite prospects of a permanently higher plane of prices. It is probable that any marked 
advance will result in realizing sales by those who bought at lower levels, and this would 
tend toward another reaction which might be accelerated in the event of a disaster on the 


Italian front. 3 
—November, 20, 1917. 











Should Bankers, Bond Dealers and Brokers 
Work for Nothing ? 


T the price of $2.20 a bushel fixed by the Government for the 1918 wheat 
A crop, farmers will make a profit double that of ordinary peace times. This 

is a minimum, not a maximum price. 

For the coal operators, the steel makers, the copper miners, and others, the Gov- 
ernment has fixed maximum, not minimum prices; but at those prices the companies 
can, in most cases, make profits larger than they could make under peace conditions. 
The fixed price for steel, for example, is double that which prevailed just before the 
war. And at these fixed prices the steel companies will probably make a profit of 
$15 to $20 a ton, even after deduction of all war taxes—a much better profit than 
was usually obtained in times of peace. 

But how about the banking, bond and investment houses? 

They are the merchants of securities. Their business has been almost par- 
alyzed by the big Government loans, which have practically crowded other new se- 
curity offerings out of the market. Yet they are expected to maintain their 
organizations and handle the Government bond offerings without any compensation 
whatsoever. 

The British allow one-eighth per cent. commission for the sale of their Gov- 
ernment bonds. The French allow one-eighth to three-eighths. Canada allows one- 
quarter. The United States allows no commission. 

Many farmers are reported as holding back wheat in the hope of getting still 

higher prices than those now prevailing. The steel men endeavored to get a higher 
price than the Government fixed for them, although they acquiesced gracefully in the 
final decision. The coal operators complained bitterly of the price fixed for bitumi- 
nous coal, and the price has since been raised by the Government. ~ Some of the 
copper men make no secret of their belief that a higher price should be allowed for 
copper. 
Although they are asked to do a great deal of work for nothing, the bankers and 
bond houses have not complained. On the contrary they have, in many instances, 
_ out of their own pockets thousands and thousands of dollars in order to help the 
oans. 

Government Bond issues do not hurt the steel, coal or copper business, but they 
absolutely fill the investment industry. In time of war we must all forget our per- 
sonal interests to some extent. We cannot expect the burden to be evenly distributed 
on all classes and all industries. If our sacrifice happens to be a little greater than 
the other fellow’s, we must be glad that we are able to make it. 

But even so, is it fair to ask the banking, bond and investment houses to main- 
tain their expensive forces, overhead and equipment, and work for nothing, while most 
industries are better paid than usual, and this at a time when their own business has 
been almost paralyzed by the very bond issues which they are asked to handle with- 
out compensation ? 

No one can accuse the banking interests of lack of patriotism. Their subscrip- 
tions to the loans have been heavier in proportion to their capital than the subscrip- 
tions of almost any other class. | They have worked loyally, willingly and uncom- 
plainingly for the success of the loans. 

But is it just to throw such a heavy burden on them simply because they do not 
complain? We do not believe that the Government is taking this position through 
deliberate intention, but through failure to give proper weight and consideration to all 
the elements of the situation. 
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Right and Wrong Meth- 


ods of Investment 


and Speculation 


Part 1: Mistakes in Conception 





By RICHARD D. WYCKOFF 





T the beginning let us get a clear idea 

of the functions of Wall Street. 
The financial district is a great man- 
ufacturing, wholesaling and retailing 
center. The product turned out by its 
vast machinery is securities of various kinds 
and descriptions. The big banking houses are 
the manufacturers, the syndicates are the 
wholesalers, and the bond and brokerage 

houses the retailers. 

Some of the securities go directly into in- 
vestors’ safe deposit boxes, as soon as issued, 
others stay for a while in the hands of the 
syndicates, the bond houses and the broker- 
age houses, before finding permanent lodg- 
ment. Still others become “speculative foot- 
balls” of the Street until, after some years, 
they begin gradually to merge into the in- 
vestment class. 

But the point we must bear in mind is that 
in normal times the manufacturing goes on 
continuously, in order that the corporations 
which come to Wall Street for their supply 
of capital may be furnished with funds neces- 
sary to develop the country’s railroad, in- 
dustrial, mining and public utility enterprises, 
and in order that the savings banks, insur- 
ance companies, trust companies, banks, pri- 
vate institutions, investors and speculators 
may be supplied with securities of the re- 
spective cl ssifications the supply is modified 
and controlled largely by the factor of de- 
mand, which fluctuates with the ebb and flow 
of business and finance. 


Wall Street’s Business 


The business of Wall Street naturally 
divides itself into two distinct channels: In- 
vestment and speculation. There are numer- 
ous branches to each of these important fields, 
and one of the first things the investor or the 
trader should learn is just where he will fit 
into this great financial scheme, and how he 
may best utilize the facilities of Wall Street 
to his individual advantage. 

Having learned by experience gained 
through personal contact with a large number 
of those who for the past three decades have 


participated to a small or considerable extent 
in Wall Street affairs, that the majority begin 
operations with a wrong conception of Wall 
Street and its machinery, I will attempt to 
point out some of the mistakes in conception, 
preparation and practice which I have found 
the so-called public prone to make. And it 
will be my endeavor to show how a great 
many of these mistakes can be avoided by 
the practice of correct methods, or at least 
methods based on the elimination of faulty 
practices. 

One of the initial mistakes, and one which 
leads to many failures, is the impression 
under which the average novice begins opera- 
tions; viz., that the business of investing and 
trading is “easy.” 

Nothing could be more dangerous or mis- 
leading from a financial standpoint, for as 
a result of such a conviction the beginner is 
apt to plunge in on the basis of “impressions,” 
so-called “information,” snap-shot opinions, 
newspaper items and a hundred other false 
leads. 


An Intricate Study 


I wish to say at the outset that the busi- 
ness of investing and trading is one of the 
most intricate in the world. Engaged in it 
are the world’s wealthiest men, as well as 
the shrewdest and most expert. Were it so 
easy, millions of people would make it their 
sole occupation, for there is no more in- 
viting field from the standpoint of possible 
profits. But the mere fact that out of the 
millions of owners or speculators in securities, 
comparatively. few become conspicuous suc- 
cesses in Wall Street, or even among 
their own circle of friends, should prove to 
the reader that investing or trading in securi- 
ties is a business and must be learned like 
any other business, profession, art or science. 

I know personally many persons who buy 
and sell stocks and bonds for income, for 
profit, and for income and profit. These 
people can be readily divided into two classes: 
Those who have learned the business and 
those who have not. The latter class far 
outnumbers the former. 
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One of the first things I hope to accomplish 
in these chapters is to impress upon my read- 
ers the absolute necessity of mastering the 
subject. Stop trading, stop investing and 
study! Get a foundation of knowledge. Do 
not proceed without it. Otherwise danger lies 
just ahead. Ninety-five men out of a hundred 
can prove this by their own past experience. 

The financial district has plenty of sound 
and legitimate concerns, but it also teems with 
bucket shops, fake or crooked publications, in- 
experienced, ignorant and unscrupulous “brok- 
ers” and “skin games” of every variety. These 
are engaged in separating the public from its 
money. Beginners, especially those who deal 
in small lots of “cheap” stocks, come in droves 
to these concerns and by them are misled 
into the belief that the “investor” (as he loves 
to call himself) has only to do what he is 
told and the rest is easy. It is. But not 
for the investor. 

This tendency to make things easy for the 
investor and the speculator runs through the 
whole fabric of Wall Street, and is the very 
essence of error, for by it the novice is 
etherized into the belief that his own judg- 
ment is secondary; there are so many other 
people who are willing to do his thinking for 
him. 

The practice of letting the other fellow chew 
your crackers for you generally results in 
his getting all the nourishment. 


The Flowery Road of Error 


In the initial stages of every one’s journey 
to the realm of finance, two roads stretch 
forth: the one apparently smooth, an easy 
down-grade, the banks on either side blos- 
soming into flowers of profit. It seems as 
if he has only to reach out and pluck them. 
But suddenly a sharp curve is rounded, and 
before he is aware of it he is over the 
precipice of loss and disaster. 

The other road appears difficult at the 
start, for time and effort are necessary to 
progress. But as we proceed we find it 
deeply interesting, and after really learning the 
way it becomes a very profitable road to 
travel. It is the road of Study and Ex- 
perience. It leads to Knowledge—Success! 

Which of these two roads will you travel? 

Your first move, if you are a beginner or 
an “experienced failure,” is to decide to sus- 
pend all operations until you find your own 
location on the financial map. By this I mean: 
First read through, then study intensively the 
publications which will be outlined in another 
chapter, then learn how you can best adapt 
the knowledge you have acquired. The length 
of time necessary to the absorption of the 
above will depend on what part of your daily 
or weekly spare time can be devoted to it. 


You cannot spend the time more profitably, for 
what you learn from the course. of reading 
thus outlined will favorably affect your whole 
future business or professional career, and 
forecast your financial resources during the 
last twenty or thirty year. of your life. If 
you have not already grasped the principles 
of money making, saving and investing, and 
you are not now willing to learn, then you will 
probably spend your later years (according to 
the law of average) dependent upon your chil- 
dren, or other people. 

For the course to be suggested will prove 
valuable to you not only in your dealings in 
securities, but in whatever line of endeavor 
you are now engaged. It will enable ou 
to see, often months and years in advance, 
the vast economic forces thet cause prosperity 
one year and panic the next; that produce 
inflation and depression; bull and _ bear 
markets; good and bad business. 


Dependence Is Weakness 


The instructor, to justify his work, must 
educate the student to the point where in- 
struction is no longer required. The pupil 
must learn to stand on his own feet. He must 
learn to judge financial conditions, analyze 
security values, movements, yields and possi- 
bilities for himself. His banker or his broker 
should be the one to execute his buying or 
selling orders, not to plan his campaigns. 

Ignorance and dependence on the judgment 
of others is a sign of weakness, almost sure 
to lead to loss and to end in failure. Know- 
ledge and the ability to decide for yourself is 
an indication of strength, and means income 
and profit. 

Again I ask: Which road will you travel? 

Assuming that you have decided to devote 
your spare time to this highly interesting and 
p ofitable subject, let us discuss some of the 
other erroneous impressions harbored by the 
so-called investment and speculative public. 
One of these is that you can make a big in- 
come on your investments and big speculative 
profits with a small capital. 

It is true that this can be done and is 
done, but not in just the way the public be- 
lieves. The income your money will earn 
with safety, runs from 4% to 6 per cent in 
normal times, and from 6 per cert to 8 per 
cent under war time money market conditions, 
which prevail as this is written (November, 
1917). The safety element decreases as you 
get above these average yields. 

As for speculative profits, these should be 
reckoned not on the results of any single tran- 
saction, or monthly or yearly returns, but 
only on what you can show over a three to 
five year term. 
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Only Net Profits Count 


Some people point to the five or ten 
thousand dollars they “made” in this or that 
transaction as an indication of their ability 
to trade successfully, but they neglect to men- 
tion the many small and large losses actually 
sustained and the heavy shrinkage in securities 
owned outright. They should remember it is 
the net profits which count in speculation or 
in any other business. And unless you can 
show these net profits over and above all 
commissions, interest and taxes plus losses, 
over three to five year periods, you are not 
making money. 

Don’t fool yourself. 

Most people, being long-pull investors, 
knowmg only how to make money in bull 
markets, find themselves way ahead at the top 
of a boom. Jt is not what you_make, but 
what you keep that can be regarded as profits. 

A composite of many accounts would prob- 
ably show something like this: At the start, 
in a bull market, $5,000 credit balance. At 
the high prices in a boom, $15,000 credit. At 
the low point in a panic, $5,000 debit. In 
other words, all the money used as capital, 
plus all actual and paper profits are lost in 
the bear markets which follow, together with 
additional money that can be scraped together 
in the hope of saving what was in jeopardy. 

Nothing is gained by making money “in 
spots” and then losing it again. It were better 
not to make it at all. Jn stock speculation 
real success ts attained only when one can 
make all kinds of markets pay him a profit. 

In the working out of this happy condition 
one finds he does not “get rich quick,” but 
that he makes big interest on his money. He 
has losses, of course, but these are small com- 
pared to his profits, and the net at the end 
of the year is satisfactory. 


A Primary Reason for Failure 
Going back to the unfortunate results ob- 
tained by the average speculator, let us identify 


the primary reason for his failure. It is that 
he does not know how, for he has not learned 
the business of trading in stocks. 

Can he learn it? Certainly. 

I was once a lamb. I used to make all the 
foolish mistakes other lambs made then. and 
are making now. Gradually I learned—it can- 
not be done in a day or a year. 

Experience has taught me how to keep 
ninety per cent of what I make, and through 
the columns of THe Macazine or WALL 
Street and its allied publications I endeavor 
to guide, and (people say) successfully do 
guide, twenty thousand investors and traders 
who buy or subscribe to the magazine, be- 
sides unknown thousands more who read it 
in banking and brokerage offices, and private 
homes where it is received. 

So please understand that these articles are 
not based on theory, but on practice. 

Learn the business and you become an in- 
sider. That word has been badly abused in 
the past. It should now mean: One who 
knows how. 

To be an insider you must stop buying 
when stocks are strong. You must stop load- 
ing up at the top of a big bull market. You 
must buy when prices are weak. You. must 
load up only in panics. These things have 
been written and said so often that they seem 
mere platitudes, but they are vital. 

The great speculative public buys at the 
top. Therefore, it has no money with which 
to buy in the depressions. It has only stocks 
bought at high prices. 

The insider, or experienced trader, knows 
he must sell’ when stocks are strong or aS a 
will have no money to use on bargain da 
By study and experience he learns to identify 
the extremes of price movements, as well as 
the intermediate swings, and to prepare for 
them. There are ways in which you, too, can 
learn to do this. Some of these ways will be 
described in the succeeding chapters. 

(To be continued.) 
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MR. FRANK A. VANDERLIP 


At our request that he tell THE MAGAZINE OF WALL STREET readers about the war 
savings movement which he is directing, Mr. Vanderlip prepared the article which follows. 
The fundamental feature of the war-savings or “thrift” plan, as it has been called, is that it 
enables every individual with any funds, no matter how small, to do his or her financial “bit” 
for Uncle Sam. Even the school children throughout the land will participate. It is expected 
that the totals raised through the thrift movement will run into millions and will be a very 


important factor in the financing of the war.—Editor. 
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The War-Savings Plan 


National Thrift Movement to Help Win the War—The Two 
Kinds of Savings Stamps—How the Small Investor 
Can Buy Them Profitably—Interest Returns 
—Protection Against Loss 





Written for The Magazine of Wall Street 
By FRANK A. VANDERLIP 
President National City Bank, and Chairman of War Savings Committee 





[For the p se of obtaining a first-hand and authoritative explanation of the national 
thrift movement THE MAGAZINE OF WALL STREET sent a representative to W: 
to interview Mr. Vanderlip. The Chairman of the War Savings Committee whe, as 
of The National City Bank, is reputed to receive a salary of $100,000 a year, finds in his 
weekly pay envelope from Uncle Sam a sum just a little less than two cents or at the rate 
of $1 per annum. Mr. Vanderlip occupies quarters in the Treasury Building—Room 200— 
hardly larger than the cage of one of his paying tellers. The room looks out upon a cheerless 
stone-bound court, its blank walls are devoid of picture or decoration and the one rug which 
partially covers the floor, shows evidence of long and severe service. The head of the largest 
bank in the country sits at a rather small oak desk which at a forced sale might bring fifteen 
dollars—if bidding was brisk. The only thing necessary to see Mr. Vanderlip is to assure 
the armed attendant at the building’s entrance that the caller has legitimate business in hand. 
Then all you do is take an elevator up two stories, walk a few steps down the corridor and 
open Mr. Vanderlip’s door. You don’t have to ask for him, for as you enter there he is, sit- 
ting but a few paces in front of you—provided you have picked a time between the numer- 
ous conferences which go on endlessly with the heads of the nation’s affairs. If you are 
fortunate you will find only three or four persons ahead of you, and if unlucky you may 
have to wait in the corridor until you can find a chance to squeeze into the room. There is 
only one “convention” which you must observe. You must state the purpose of your visit as 
directly as possible and in the fewest possible words. The answer you receive will be y 
pointed and brief. Mr. Vanderlip has no time for pleasing but purposeless conversation. He 





is giving his time and bending his 


1 brains and energy to help win the war and any- 


thing that hinders or halts that purpose he regards with the greatest disfavor. 
t wonder that Lord Northcliffe exclaimed in astonishment that America is devoting 
herself to the war with an intensity and enthusiasm unknown on the other side of the ocean. | 





HE Congress of the United States on 
September 24, 1917, passed a bill au- 
thorizing the Secretary of the Treas- 
ury to issue War Savings Certificates 
and Stamps. By this method it is 

proposed to raise $2,000,000,000 before Jan- 
uary 1, 1919. ; 
Heretofore Government loans have been is- 
sued in the form of bonds, usually of large 
denominations. The first and second Liberty 
Loan Bonds were issued in as small denomi- 
nations as $50, but the War Savings Stamps 
are to be offered in stamps of two denomina- 
tions, 25 cents and $5. These are within the 
reach of the smallest wage earner, and by this 
method every one is enabled to have a share 
in financing the war. Having back of them 
the same security as Liberty Bonds, the wealth 
and taxing power of the Government and 
people of the United States, they are in re- 
ality “Little Baby Bonds.” The proceeds from 
the sale of War Saving Stamps are to be used 
to meet a part of the necessary expenses of 


the war. 
Two Kinds of Stamps 
There are two kinds of stamps issued, the 


25-cent Thrift Stamp, which costs the pur- 
chaser 25 cents, and the $5 War Savings 
Stamp, which costs $4.12 the first month and 
one cent more each month thereafter as long 
as the stamps are on sale, 

The Thrift Stamp is issued for the purpose 
of permitting people to share in the Govern- 
ment loan, even though they may be able to 
save only a few cents at a time. With the 
first Thrift Stamp a folder is provided, without 
charge, to which the first stamp and every one 
bought after that should be pasted. The card 
holds 16 of these Thrift Stamps, and no other 
kind of stamp may be used. 

When these 16 spaces have been filled with 
25-cent stamps, representing $4 saved, the 
thrift card should be taken to a post office or 
any authorized agency for the sale of War 
Savings Stamps. By adding a few cents you 
can exchange the 16 Thrift Stamps, which do 
not bear interest, for a War Savings Stamp, 
which does bear interest at the rate of 4 per 
cent compounded quarterly, if the stamp is 
kept until January 1, 1923. 

The War Savings Stamp of the issue of 
1918 is a $5 obligation of the United States 
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Government, due January 1, 1923. The prices 
of the War Savings Stamps are as follows: 


$4.12 in December, 1917 
$4.12, January, 1918 $4.18, July, 1918 
4.13, F , 1918 4.19, August, 1918 
4.14, March, 1918 4.20, September, 1918 
4.15, A 1918 4.21, October, 1918 
4.16, , 1918 4.22, November, 1918 
4.17, June, 1918 4.23, December, 1918 


When the first War Savings Stamp is 
bought, a War Savings Certificate is provided 
free. It is a pocket-size folder on which are 
the spaces to paste 20 War Savings Stamps. 
There is a piace for the name and address of 
the owner. When filled, it represents a Gov- 
ernment obligation for $100, due January 1, 
1923. The War Savings Certificate can only 
be registered at the time one or more War 
Savings Stamps are purchased and pasted on 
the certificate. 


Where Sold 


Thrift Stamps and War Savings Stamps are 
on sale at all post offices, banks and various 
authorized agencies. Authorized agents are 
appointed by the Secretary of the Treasury 
under the rules of the Treasury Depar ment. 
Each agent is givn a commission as an evi- 
dence of authority to sell these stamps. This 
commission should always be prominently dis- 
played in the office or store where the stamps 
are on sale. Application blanks for appoint- 
ment as agent may be obtained from money 
order post offices or from banks that act as 
agents. 

There are two classes of authorized agents. 
Agents purchasing and holding less than $1,000 
in Thrift and War Savings Stamps at any one 
time are known as agents of the first class, 
and they should purchase their supply of 
stamps, certificates, thrift cards and envelopes 
at the post office. 

Agents having for sale more than $1,000 of 
War Savings Stamps and Thrift Stamps are 
agents of the second class and should get their 
supplies from a Federal Reserve Bank. 


The Matter of Interest 


Thrift Stamps bear no interest. You pay 
25 cents for one and at any time you need 
money you can get back 25 cents, but the 
War Savings Stamps, if held until maturity, 
January 1, 1923, will bear interest at 4 per 
cent compounded quarterly. If it is neces- 
sary to get the money on them before that 
date, the holder will receive one cent a month 
on each stamp. These stamps will be re- 
deemed at any money order post office on 
and after the date of maturity. 

If the War Savings Stamps are redeemed 
before the date of maturity, ten days’ notice 
must be given at the post office. 


The table herewith shows the increase in 
value of each War Savings Stamp bought in 
1918. 


MONTHLY INCREASE IN VALUE OF WAR 
SAVINGS STAMPS. 


1918 1919 1920 
$4.24 $4.36 
425 4.37 
426 4.38 
4.27 


1922 
$4.60 
4.61 
4.62 
4.63 
4.64 
4.65 
4.66 
4.67 
4.68 
4.69 
4.70 


1921 
$4.48 


December .... 4.23 
JANUARY 1, 1923 


Protection Against Loss 


In order to protect the holder of War Sav- 
ings Stamps from loss, each War Savings 
Stamp should be immediately registered upon 
purchasing. They may be registered at any 
first, second, or third class post office with- 
out cost to the holder. A registered War 
Savings Stamp is only payable at the post 
office where registered, but if the holder of a 
registered War Savings Stamp should move 
from the town where he bought his stamps 
and want to get his money, all he has to do 
is send his certificate to the post office where 
he registered it, give his new address, and 
the money will be sent to him. If a holder 
of a certificate loses it, he should go at once 
or write at once to the post office where it 
was registered and report the loss. The 
finder of a certificate is to drop it in the 
nearest mail box and the post office will see 
that it is returned to the owner, no postage 
is required. 


Limitation of Purchase 


No individual can purchase at any one 
time more than 20 War Savings Stamps, nor 
can one individual hold a total of more than 
200 War Savings Stamps. If a person has 
already bought $5,000 of Liberty Bonds, he will 
be taxed according to the Act of September 
24, 1917, for War Savings Stamps in excess 
of this amount. But he may hold tax free 
an aggregate of $5,000 Bonds and Certifi- 
cates. These certificates are taxable upon the 
same basis as Liberty Bonds. Holders of 
small amounts are not taxed at all. 

These War Savings Certificates meet the 
need of the wage earner for a way to save 
in small amounts and help his country at the 
same time.. War Savings Stamps are the 
safest, surest, and soonest way to Victory. 
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A Striking Suggestion for 


Further War Financing 
Allotment of Bonds in Proportion to 


Wealth—Advantages of the 


Plan— 


Why It Is Quicker, Fairer and 
More Efficient Than Vol- 
unteer Subscriptions 





By GEORGE E. BARRETT 





LUNGED into the greatest war in 

history, and faced with the imme- 

diate necessity of raising an im- 

mense military force, the United 

States adopted coriscription, supple- 

mented to some extent by the volunteer sys- 

tem. No one doubts that conscription is the 

most effective and satisfactory manner of 

mobilizing the man-power of the nation and 

the one most in accord with democratic prin- 
ciples. 

In the mobilization of financial power, two 
methods are also employed—the principle of 
conscription represented by various forms of 
taxation and the volunteer plan by the flota- 
tion of government loans. 

Under the present plan, therefore, our fi- 
nancial mobilization is limited by the sum 
which it is practical to raise by various forms 
of income and revenue taxation plus the 
amount of Government loans which can be 


absorbed. 


Increasing Cost of War 


The experience of all the countries at war 
is that of continually increasing costs of car- 
tying on the struggle. In the few months that 
we have been at war, we have constantly been 
compelled to advance our estimates of the 
financial requirements. It is calculated that 
the total cost of the war to date is in the 
neighborhood of $100,000,000,000. In view of the 
accelerating rate of expenditure, however, and 
the fact of our entering the war in a virtual 
state of unpreparedness, it is estimated that 
we will spend $20,000,000,000 during the first 
year. 

A great variety of taxation has been imposed 
to raise a part of this immense sum, The 
normal income tax has been doubled and in- 
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come surtaxes now range from 1 per cent 
to 63 per cent. Taxation of corporation earn- 
ings has been tripled and excess-profits taxes 
imposed, ranging from 20 per cent to 60 per 
cent. A heavy tax is to be levied upon facili- 
ties furnished by public utilities and upon doz- 
ens of various commodities. 

We have also passed through two Liberty 
Loan campaigns resulting in accepted sub- 
scriptions of about $6,250,000,000. 

As to this voluntary contribution’ of capital, 
there are three sources from which the Gov- 
ernment can draw funds for its war loans: 
first, the income of the people, second, through 
a shifting of capital, and third, from credit 
expansion. a 

1. Income. The income of the people of 
the United States is estimated to be approxi- 
mately $40,000,000,000 per annum. In the three 
year period preceding 1914 about $500,000,000 
a year was invested in new securities repre- 
senting new capital loaned to municipalities 
and corporations. Owing to greatly increased 
prosperity, this additional investment fund 
was increased to an annual rate of possibly 
$2,000,000,000 during the three years after the 
beginning of the European War. In addition 
possibly $3,000,000,000 to $4,000,000,000 is an- 
nually available from the income of the people 
for capital expenditures representing improve- 
ments to the homes, farms and small business 
enterprises throughout the country. The balance 
of the national income is expended for ne- 
cessities and luxuries. 

2. Suirtinc or Caprrat. Unquestionably. 
there are people among us with available funds 
which they will not invest in Liberty Loans. 
They will, however, purchase other securities 
if attractive inducements are offered. Many 
who have marketable securities which they 
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would like to dispose of and place their funds 
in the Liberty Loan, induce those persons with 
capital ‘to buy the securities from them by 
making an attractive offering. A shifting of 
capital thereby takes place, which indirectly 
brings the capital of those not willing to in- 
vest in the Liberty Loan to the aid of the 
Government. The higher rates offered on 
the succeeding Government loans will lead 
additional people to dispose of their security 
holdings to others, placing their funds in the 
Liberty Loans. : 

» 3. Creprr Expansion. This is the third 
source from which funds are available for 
investment in Government loans. During the 
campaign for the Second Liberty Loan the 
leading banks throughout the country urged 
the borrowing of money to purchase bonds and 
assured the public of their willingness to co- 
operate in this plan. Unquestionably a large 
amount of Liberty Bonds were thus pur- 
chased. It is impossible to determine, how- 
ever, how far the péople of this country are 








U.S.Wealth versus Credit Expansion 


Wealth | 


Pos sible credit 
Expansion 

















willing to borrow in order to purchase Govern- 
ment obligations. 

These three sources will, therefore, supple- 
ment each other in making available funds for 
war loans. No one can predict how much 
money can be subscribed to Government loans 
by this nation or any of the other belligerents, 
but it has been the general experience abroad 
that total subscriptions were greater with each 
successive loan. Germany’s Seventh War 
Loan has just been successfully completed, 
raising her war debt to over 100,000,000,000 
marks. 

Our vast resources are scarcely touched and 
we can confidently take the place of Great Brit- 
ain as the financial back-bone of the Allies. 
We can maintain a prolonged war by raising 
funds through the present means, But our 
wisest course is to adopt not a method by 
which. we can prolong the war, but one by 
which it can be brought to a speedy and suc- 


cessful close by a maximum effort. The slow 
accumulation of surplus investment funds, the 
limitations of income and revenue taxation and 
a great shifting of capital at the expense of 
tremendous declines in all security markets 
obviously do not provide the maximum finan- 
cial effort of which this nation is capable. 
What other method is available? 


How Bank Credits May Be Used 


It is clear that since the great proportion of 
war expense must be met by the sale of Gov- 
ernment obligations, this is the means to be 
considered. Since through expansion of credit 
the greatest source of subscriptions to Govern- 
ment loans is reached, it is also clear that some 
application of our extraordinary banking re- 
sources to the problem of the flotation of Gov- 
ernment loans will be the most efficient means 
of exerting at once our maximum financial 
strength. As previously pointed out, this is 
the means employed when a purchaser of Lib- 
erty Bonds borrows the necessary funds at his 
bank. Thus far this has been only a limited 
and voluntary process. 

It is here suggested that future loans be ap- 
portioned according to wealth, and that their 
purchase be made compulsory. 

Since the greater part of wealth is in fixed 
form, this would involve borrowing the amount 
of the bonds through banks, which would ex- 
tend the credit to the Government. Money 
would not be necessary for the payment of 
such tax and in fact there would not be suffi- 
cient money in the United States to make such 
a payment if an amount of bonds were issued 
equal to 10% of $250,000,000,000 capital of this 
country. Under the present Federal Reserve 
System, however, an almost unlimited credit 
expansion is provided for, and the mobiliza- 
tion of gold by the Federal Reserve Banks 
places this expansion on a sound basis. 

Member banks are required to keep with 
Federal Reserve Banks reserves against time 
or demand deposits varying under certain con- 
ditions from 3%, 7%, 10% to 13%. The Fed- 
eral Reserve Banks themselves need keep only 
a 35% reserve against deposits. A gold dollar 
in the Federal Reserve vaults will support 
from $30 to $40 in credit. 

The Federal Reserve Banking System, in- 
cluding its member banks, on June 20, 1917, 
held legal reserve funds of $2,310,000,000. The 
State Banks and Trust Companies not mem- 
bers of the System, held even larger reserve 
funds. Many of these banks have since joined 
the System. 

On the basis of 10% of capital the purchase 
of $25,000,000,000 of Liberty Bonds would be 
provided by the creation of $25,000,000,000 in 
credit. As an example, a man with $100,000 




































A STRIKING SUGGESTION FOR FURTHER WAR FINANCING 





237 








of capital, whether invested in securities, in 
business, or in property, could go to a bank 
and borrow $10,000. With this $10,000 credit 
he would purchase a $10,000 Liberty Bond, or 
his proportion of the issue, the bank retaining 
it as additional security for the loan. Under 
such a plan operating throughout the country, 


principles that the credit of the banks through- 
out the country be utilized in this way by the 
people, with their wealth as security, rather 
than having the banks tie up their own re- 
sources by purchase of bonds beyond their 
means. It is recognized as highly desirable 
that these loans be placed among the people 
of the United States rather than carried by 


it would be possible for the Government to 
make its payment by drawing upon the de- 
posits with the banks in such a manner as not 
to unduly disturb our financial system. 

In order not to depreciate the Government 
obligations by forcing them onto the public 
in excess of demand, it could be arranged that 
these bonds be made non-negotiable. That is, 
a man would have to keep his bond acquired 
in this manner, receiving interest on it, which 
would counterbalance the interest he would 
have to pay on his loan at the bank, until such 
time after the war when these bonds could be 
redeemed by the Government. Obviously a 
man’s wealth would remain the same, being 
increased in this example to $110,000 against 


the banks for their own account. 
A Thrift Stimulator 


greatly stimulating thrift necessary in 


payment of these loans. 


off with extraordinary promptness. 


ment, 


This plan would also have a collateral effect 


time and economies which would result in the 
Experience in the 
case of the First Liberty Loan has already 
shown that practically all of the debt incurred 
for the purchase of these loans was paid 
The peo- 
ple would in this way utilize our vast bank- 
ing resources for the benefit of the Govern- 















war 


a liability of $10,000. 
A Democratic Plan 


The plan is democratic, since it applies an 
equal burden to all property in the country. 
It corresponds to raising an army by conscrip- 
A man does not permanently enter the 
army, but his funds are permanently taken 
away under the ordinary methods of taxation. 
He merely lends his services compulsorily, as 
under this plan he would lend his capital for 


tion. 


a limited period. 


It is more in accord with sound banking 


It is evident that in some way the utiliza- 
tion of credit must, in a large measure, sup- 
plement the other means which will be em- 
ployed for carrying on the war. 

It cannot be definitely stated that the vol- 
unteer system would not have succeeded in 
raising a large army, but it could have scarcely 
been as effective as the compulsory mobiliza- 
tion of millions. 

It is this principle which must be applied to 
our dollar mobilization in order to realize most 
fully our financial power and to hasten the ad- 
vent of a victorious peace. 
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WHO PAYS FOR THE WAR? 






YEARLY INCOME OF THE WARING NATIONS 
I7Billion 10Billion 74 Billion 44Billion 10}Billion 6 Billion 
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Leading Opinions 


About Financial, Investment and Business Conditions 





The Case of 
The Railroads 


The* railroad problem never bulked 
larger in the public eye than at present. 
Thoughtful men throughout the country 
admit that something must be done to re- 
store investment confidence in the rails 
which will permit them to do the neces- 
sary financing. Just what action is nec- 























—New York American. 
NO EXEMPTION HERE, 





essary and the method of procedure is a 


subject of nation-wide discussion. We 
present herewith some recent expressions 
of opinion by prominent men of affairs 
on the railroad situation. 

Hale Holden, president of the Chi- 
cago, Burlington & Quincy: 

“Plainly, in these times the railroads must 
have more revenues. Railroad expenses now- 
adays are an open book, and the predictions 
made by railroad officers to the Interstate 
Commerce Commission last spring in the ef- 


fort to obtain timely relief, failed only in that 
the increased cost has greatly exceeded the 
conservative estimates then made. These 
things seem to me, however, not difficult to 
do—and yet the doing of them adequately and 
in time will likely determine the success of 
the efforts the railroads are so earnestly put- 
ting forth to help win the war. 

“We must make greater use of waterways, 
electric lines, and motor trucks wherever prac- 
tical means can be developed, and no better 
time than the present can be found to make 
the experiment. In many parts:of the country 
freight is interchanged in considerable volume 
between steam and_ electric lines. 


Samuel Rea, president of the Pennsyl- 
vania, before the Interstate Commerce 
Commission : 

Mr. Rea was at great pains to explain to 
the Commissioners that if the Government is 
convinced of the need of freight cars, prob- 
ably 100,000 cars should be built, if the mate- 
rials could be obtained at the Government 
prices now prevailing for structural steel, steel 
plates and other components of car building. 

But Mr. Rea was most explicit in his ex- 
planations to the committee that it was less a 
question of a shortage of cars than a condition 
of depleted equipment generally which had 
created the more recent embarrassment of the 
railways. He expressed the opinion. that 
there was an even graver need for locomo- 
tives than for cars. The French and Russian 
Governments, he said, were taking practically 
the entire increased output of American loco- 
motives, despite the speed-up in production. 
He called attention to the fact that although 
the Pennsylvania Railroad had orders for 100 
locomotives, these could not be obtained for 
at least a year. The contracts, he said, were 
for delivery in the latter part of 1918. 


A vigorous attack by S. Davies War- 
field, president of the Continental 
Trust Company of this city, and lead- 
ing spirit of the National Association 
of Owners of Railroad Securities on 
the plan to require all railroads to 
operate under a Federal charter, was 
the chief development of the conven- 
tion held at Baltimore by the Invest- 
ment Bankers’ Association of America. 

“The plan is not one that the carriers may 
have the right to incorporate under a federal 
act,” continued Mr. Warfield, “but one that will 
arbitrarily compel the carriers to be organized 
under a federal act to accomplish this, and 
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since no other means has been thus far shown 
for its accomplishment, it will be necessary for 
all existing interstate railroad companies or- 
ganized under state charters to sell all their 
properties to new corporations to be organized 
under a federal act, changing the very funda- 
mentals incident to present railroad existence. 
The plan is so sweeping as to demand the at- 
tention of every stockholder and bondholder 
of every railroad in the United States.” 

Mr. Warfield said that he was opposed to 
“the elimination of relations between the pub- 
lic service commissions of the several states 
and the interstate carriers. I am in favor of 
legislation which will co-ordinate their work 
with that of the Interstate Commerce Com- 
mission. It seems to me that the present state 
commissioners correspond pretty well to the 
federal reserve plan, sitting in their respective 
states and supported by their states, and that 
their people should have a place of appeal 
near home, which is the very quintessence of 
home rule, and the protection of the rights of 
the states for those who believe in the doc- 
trine of state rights.” 


Nathan L. Amster: 

“The general attitude of the Interstate Com- 
merce Commission and other public officials 
in Washington has greatly changed in favor 
of the railroads. It is the first time that they 
have apparently realized that the railroads 
have not been receiving the same treatment 
as other industries of the country, either from 
the Government or the public. 

“They have finally awakened to the fact that 
transportation is a commodity into which en- 
ters labor, fuel and supplies, and that these 
items have increased in price from 25% to 
100%. They have come to appreciate the fact 
that transportation cannot be sold to the pub- 
lic at the price it has been selling for the past 
ten years.” 


Clifford Thorne, representing live- 
stock, grain and oil shippers before the 
Interstate Commerce Commission in the 
reopened 15 per cent. rate case, made 
public a letter to John Skelton Williams, 
Controller of the Currency, taking issue 
with a recent statement by the Control- 
ler supporting the efforts of the railroads 
to obtain higher rates. 

“Representative railroad securities as a class 
have declined in value at a less rate than those 
of industrials, public utilities or even bonds of 
the United States Government. There is a 
world-wide financial situation that has affected 
the borrowing power of all men and of all 
nations. The decline in security values is not 
due to inadequate railroad credit or inade- 


quate railroad earnings. It is due to the war. 
You must know that part to be true. 

“This great human catastrophe that is par- 
alyzing so many manufacturing and industrial 
enterprises not directly connected with the 
making of war munitions, has entirely failed 
to injure our railroads, for the record, when 
completed, will show that the railroads during 
the last two years, while this great struggle 
has been waging, have prospered better than 
during any other year since the steam engine 
was invented.” 


Replying to Mr. Thorne’s letter, Con- 
troller Williams said, in part: 
“This attorney in his open letter urges that 

















A SIGN OF THE TIMES. 





‘last year’ certain ‘Eastern’ railroads as a 
whole earned so much on their capital stock, 
and although the figures were available to 
him, he omits to state that for the current 
year these same roads have shown an enor- 
mous shrinkage in their net earnings, and 
that some of them are now threatened with 
insolvency and are scarcely earning enough to 
meet fixed charges. 

“He also says the ‘war has entirely failed to 
injure our railroads,’ although he presumably 
knows that as a direct and immediate result 
of the war these roads are being required at 
this time to pay 100 per cent. more for their 
coal and 100 per cent. more for many other 
materials used in their operation, including 
steel and iron products, and that there has 
been little or no increase in the rates they are 


allowed to charge.” 
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F. D. Underwood, president of the 
Erie Railroad, in his argument for an 
advance in eastern freight rates before 
the Interstate Commerce Commission 
and speaking for his own company, said: 

“The return on the property investment of 
the Erie Railroad was 2.88 per cent. for the 
year ending June 30, 1917, as compared with 
486 per cent. in 1916. Upon that showing— 
which is the crux of all of it—it is vain to 
expect buyers for railroad securities. These 
results admit of no argument.” 


In a statement submitted to the Inter- 
state Commerce Commission concerning 
the current plea of the railroads in East- 
ern territory for higher freight rates to 




















—Louisville Times. 
HOW COAL HAS COME DOWN, 





offset the increasing costs of operation, 
A. H. Smith, president of the New York 
Central, says that for the six years up 
to and including 1916 his company had 
to pay out of every dollar earned 70 
cents for operating expenses. 

Of this 70 cents about 42 cents were paid 
for labor and 28 cents were spent for mate- 
rials and supplies. In the last year there has 
come an increase of 11° per cent. in wages. 
Prices of materials have increased SO per 


cent. 

“Other things remaining the same,” asserts 
the head of the New York Central system, 
“labor and materials, on the basis of average 
conditions, weuld now absorb 886-10 cents of 





each dollar. With such an increase in operat- 
ing costs, is it not plain that if a road is now 
to earn the money for its fixed charges and 
taxes it would have to carry more than double 
its volume of traffic without any increase in 
its plant investment?” 


Drawing attention to the increased 
cost of capital in connection with the 
financing of railroads, James Speyer, 
head of the banking house of Speyer & 
Co.,.urges that railroad heads make clear 
to the people of the United States the 
actual conditions that confront the trans- 
portation companies. 

“I do not know whether the people 
are quite aware of what is happening in rail- 
road securities; what has happened in the last 
year or two. The depreciation in railroad se- 
curities since the first of January until a 
month ago—railroad securities listed on the 
New York Stock Exchange—has amounted to 
over $1,400,000,000. During this one month it 
has increased very considerably. 

“At the beginning of the war there were 
eighteen railroad stocks listed on the Ex- 
change, which sold enough above par to en- 
able the railroads to finance by the issue of 
common stock. That number has shrunk to 
eight.” 


Warns Against 
Banking Inflation 


With a warning that inflation already 
has begun, A. C. Miller, member of the 
Federal Reserve Board, told the Na- 
tional Conference on Financing the War 
at Philadelphia that American business 
must not undertake to carry the war as 
an “extra,” but must exercise the vision 
and imagination necessary to see the 
great changes in economic organization 
essential to victory. 

Summing up his survey of this situa- 
tion, Mr. Miller reached these conclu- 
sions: 

“The ultimate terms of our war financing 
must be, not money, but what money will buy. 

“Vast as our proposed expenditures and ad- 
vances are, there is reason to believe that 
they can be met without the use of any doubt- 
ful or wasteful expedients of finance. 

“Any attempt to carry the war as an extra 
would pave the way for an abuse of loans and 
a certain inflation of credit and prices which 
in the end would increase the probable cost 
of the war by as much as 25 per cent. 

“Government bond issues to be safe must 
be bottomed on real savings. Intensive and 
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discriminated savings and methods of pro- 
moting thrift are necessary ingredients in any 
effective program of war finance.” 


Washington Can 
Stop Liquidation 

Wall Street has looked in vain to 
Washington for action which would 
stop the liquidation. Bankers are unani- 
mous in the belief that the Washington 
authorities alone can put an end to in- 
discriminate selling. A leading banker 
summarizes the present situation for 
Dow, Jones & Co. as follows: 

“There are just three things which the 
country wants from Washington. First, defi- 
nite announcement that the railroads will get 
a substantial increase in freight rates. Sec- 
ond, assurance that the 1918 program for rais- 
ing money will not call for increases in either 
the income or corporation taxes. Third, as- 
surance that the next Government financing 
will be through short-term Treasury notes, a 
practice followed with success in Great Brit- 
ain, and not through another long-term bond 
issue. One of the worst influences affecting 
the present market is the assertion made by 
a Washington official just before the second 
Liberty Loan was out of the way, that the 
Government was laying plans for a third war 
loan. 

“Business conditions are sound, but the pub- 
lic is alarmed because assurance of these 
sound conditions is not forthcoming from the 
highest. authorities of the country. The only 
thing the Government has done to stop liqui- 
dation was contained in the statement of the 
Comptroller of the Currency that national 
banks need not mark down securities held for 
collateral to the quotations ruling in the open 
market. This announcement did not fill the 
needs of the hour.” 


T. P. Shonts 
on N. Y. Traction 


Pres. Shonts, of Interborough Rapid 
Transit Co., issues the following state- 
ment regarding the decline in traction 
issues: “My attention has been called to 
rather heavy selling of traction and util- 
ity stocks, presumably in case of the 
former on the theory of municipal op- 
eration. 

“There can be no municipal operation of 
Interborough lines except under terms of our 
contract with the city. 

“The title to all subways in New York, 
those in operation and those in process of con- 
struction, now rests in the city of New York. 


The Interborough is only a tenant operating 
under a lease. 

“Under terms of this lease the city cannot 
take over the existing subways as a whole 


- until expiration of the lease fifty years hence, 


nor the new subways now building until at 
least ten years after they are completed and 
put into operation, and then only on a re- 
munerative basis, the formula for which is 
stated in the lease. 

“As the city’s partner the Interborough is 
now and always has faithfully carried out all 
its contractual obligations and expects to con- 
tinue so to do. 

“Present earnings are greatly in excess of 
original estimates, and unless the growth of 
New York city should go below its former 

















—Saturday Evening Post. 
SPEAKING OF WONDERFUL WAR 
INVENTIONS! 





average of increase, these earnings should con- 
tinue to grow faster than our estimates.” 


Roads to Cut 
Non-Essential Hauls 


Denial of rail transportation to more 
than 500 commodities classed as non- 
essential has been recommended to the 
Government by the Railroad War Board. 
At the same time the board put out a 
statement declaring the country’s rail- 
roads at the present rate of increase in 
traffic will be unable to meet the demands 
that will be made on them this winter. 

The commodities included in the rec- 
ommendation were not made public. 

“Both the public and the management of the 
railroads must courageously face the fact,” 
said the statement, written by Fairfax Harri- 
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son, chairman of the board, “that under the 
trying conditions which will develop this 
winter it probably will become impossible for 
the carriers to handle all the traffic.” 


Banking and Brokerage 

Opinions 

Mechanics & Metals National Bank (N. 
Y.).—It is hardly to be expected that there 
will be another formal long-term bond offering 
by the Government until well along in next 
year. War needs are taken care of for a 
‘number of months ahead by the second Lib- 
erty Loan, and by the taxes that have been 
imposed by Congress. Beyond the income 
from these sources, there is the plan, shortly 
to be launched, by which the public may pur- 
chase so-called War Savings Certificates. Au- 
thorized up to an amount of two billion dol- 
lars, we understand these certificates are to 
be offered broadcast at a price of $4.12. 

It is not at all impossible that if the cer- 
tificate plan be a success—and there is every 
reason to expect it will be—the big bond offer- 
ings by the Treasury will be splendidly sup- 
plemented in the future. Financing of this 
kind cannot, of course, carry along the war 
in its entirety, but as a bridge between long- 
term loans it should have large success in the 
United States, through reaching the savings 
of people who could never be reached with 
bonds. The plan is not in any respect a new 
expedient in war finance; it has been exten- 
sively and effectively applied in France, and 
in Great Britain has been so popular that it 
is now being carried on in a new and more 
ambitious form. 

Moore, Leonard & Lynch—There are 
still so many uncertainties in the present situa- 
tion that the immediate trend of the market 
will probably largely depend on the nature of 
the news that will be received within the next 
few weeks. The proposed rate increase, the 
Italian siuation, the developments in Russia 
and the future taxation program of the Gov- 
ernment are the questions that Wall Street 
is concerning itself with most at the-mo- 
ment. 

As to values there is no question but that 
investors’ paradise is here. High grade rail- 
road stocks such as Atchison, Southern Pa- 
cific, Illinois Central, Louisville & Nashville, 
Union Pacific, Northern Pacific are selling at 
prices that would not have been believed pos- 
sible a few months ago. Remarkable invest- 
ment opportunities also exist in high grade in- 
dustrial preferred stocks, where a yield of 
from 7 to 8 per cent can be obtained with rea- 
sonable safety. 

J. S. Bache & Co.—Low levels in the 
list still furnish remarkable and unus 
portunities for investment. 


~ 
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The purchase of such securities with idle 
funds at this time appears advisable, and in- 
vestors are urged to disregard the sentiment 
of pessimism which pervades the markets, to 


- recognize the actual values which exist, and 


to act accordingly. 


Liquidation in volume was brought about 
by consideration of the great responsibilities 
being undertaken by the Nation in the pros- 
ecution of a probably long war. Readjustment 
has been pretty well effected, and in the proc- 
ess prices have declined in some instances 
far below value. Liquidation in spots still 
accompanies the day-to-day movements, but 
does not now materially affect levels, and 
the market has become more susceptible to 
good news than bad. Irregularity and dull- 
ness is to be expected for a time, but genuine 
investment should not be delayed. 


Knauth, Nachod & Kuhne.—The liquida- 
tion of the past four weeks in high-grade se- 
curities on the New York Stock Exchange has 
been as remarkable as any similar movement 
of the sort since the world war began. 

It is apparent, however, that this sensational 
decline in prices reflected bona fide liquidation 
by real holders of securities. Among their 
motives was unquestionably the natural one 
to provide themselves with funds with which 
to make large subscriptions to the Second 
Liberty Loan and also the necessity of rais- 
ing funds with which to meet the very bur- 
densome tax payments provided for under the 
provisions of the war revenue act. It is evi- 
dent that this selling did not reflect well- 
grounded fears that present dividends’ would 
be stopped in the near future. All this liqui- 
dation, both in bonds and in stocks, has re- 
flected the inevitable adjustment of security 
prices to world-wide credit conditions and 
the complications which must result from the 
effort to finance the outlays incident to the 
carrying on of a most destructive war. 


Hayden, Stone & Co.—Probably the ques- 
tion most frequently asked during these 
anxious weeks of liquidation is, “What can 
take place that will stop this flood of selling” 
Aside from the basic influence of the destruc- 
tion of wealth and increasing cost of capital, 
the two factors immediately responsible for 
this liquidation, in our opinion,, are: first, the 
reverses of the Allied army abroad; and, sec- 
ondly, the very heavy burden laid on property 
and production. The first is obviously be- 
yond our control; the second is not altogether 
so. Not that a very heavy burden is not neces- 
sary, or that business interests in any sense 
shrink from the great sacrifices that must be 
made, but there is, undoubtedly, a feeling that 
property and producing interests should not 
be made to bear the whole financial burden. 











The Business Situation 


Growing Importance of Federal Banks—New Records in 
Prices and Clearings 





N the monthly table below we are 
quoting call money at New York in 
place of the rates of foreign banks, 
since the latter have been so long 
stabilized as to have for the most 

part lost their significance. We are also sub- 
stituting the condition of the Federal Reserve 
Banks for that of the New York Clearing 
House institutions. With the great increase 
in rediscounting since the war loans were 
issued, the per cent of reserves of the Fed- 
eral Banks begins to afford some guide to 
the situation. On the other hand, since the 
New York banks are now required to keep 
cash only for till money, their per cent of 
cash reserve has little real significance; and 
because of the big Government deposits and 
the war changes in banking, the ratio of loans 
to deposits is now a doubtful guide. 

The law requires the Federal Banks to hold 
40% gold against Federal Reserve notes and 
35% cash against net deposits. It will be noted 
that reserves are still far above these require- 
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Money Rate— Call 


ments, but that the gold reserve ee notes 
has been steadily falling because ef the in- 
creased issues of these notes through the re- 
discounting process and t bonds. The 
system still has great further possibilities of 
credit expansion and it is chiefly for that rea- 
son that money rates remain below 6 

There are no new meas = in the general 
business situation. New -h records have 
been set for the level of commodity prices both 
here and in England, and it is not surprising 
that these are accompanied by record bank 
clearings. We continue to lose small amounts 
of gold through exports, and our excess of 
merchandise exports over imports is smaller 
than a year ago because of the scarcity of 
ocean tonnage. The very small failures show 
that business in general is prosperous. The 
prices of copper and iron are now on a fixed 
basis. A large part of the present activity 
represents Government operations. Private 
enterprise is probably somewhat less active 
than last spring. 


Bradstreet’s English 


Federal Banks.* 
A Index of Index of 





Prime Money 
mercial Paper, Rate at 
New York. New York. 


4% 
4 

4% 
2% 


5% 
4 


*About middle of month named. tAug., 1917. 


Bank 
Clearings of 
eee’ Cleatings U. S. Exclud- 
£U.S ing N. Y. City 
( Millions) ° (Millions) . 


12,531 

10,142 

9,901 

7,412 

6,126 

1913 7,026 


*Estimated. 


Imp. 


Production 
of Iron 
(Tons) 

Pig Iron.¢ (Thousands). 


“Wholesale 
Price of 


35.90 


“~~ Cash Res. 

on Net Deposits. 
70.8% 
73.7 


+774 
1% $78.6 
$60.6 


tJuly, 1917. 


Balance of Gold 
Movements 
—Imports 
or Exports 

(Thousands). 


Gold Res. 
on F. R. Notes. 


67.3% 

75.7 

82.2 
791.7 


$82.8 
§94.4 


Commodity Commodity 
Prices. Prices. 
17.07 5,701 
16.91 634 
16.64 
12.79 
10.37 

8.86 
9.22 


$June, 1917. 


Business 
Failures 
Total 
Liabilities 
(Th ds). 


onnbains 
rations, 
Twenty Cities 
(Th ds). 
*28,000 
29,199 
56,307 
43,840 
31,103 
36,557 


Balance of 
Trade—I mports 
or Exports 
(Thousands). 





Exp. 220,004 
Ea 314,155 

186,979 
Ee 56,630 
Exp. 138,912 


Price of 

Gooner Winte 
per inter 

Cents. Wheat. 


Crop Conditions. 
‘net 


Wheat 





Corn. 


3,303 
3,134 
22.40 $3,509 
16.15 $3,125 
12.90 $1,778 
13.87 $2,546 


49.90 


$3,461 
$4,513 
+#No. 2 Southern at Cincinnati. October. 


1914 
1913 


*Last day of mo. §September. 
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Crucible’s Past and Present 


Where Is the 200% on Its Common Stock?P—Recent Large 
Margins of Profit Misleading—What May Be Expected 
for the Future—Stock’s Intrinsic Value and 


Investment Position 





By MALCOLM B. ARMSTRONG 





ISILLUSION is probably the most 
severe shock in the “seven stages” 
of a man’s life. From the days 
when our knowing little chum con- 
fidentially whispers that Santa Claus 

is a myth down to the discovery that our polit- 

ical hero has feet of clay, we have seen our 
pet theories exploded, our dreams vanish and 
our castles crumble. Nowhere is the process 
of illusion so prevalent as in the stock market. 

Speculative imagination is fanned into a white 

hot flame by rumors conjured by the investor 

himself or carefully conjured for him by en- 
terprising manipulators. Equally violent is 
the disillusion that usually follows. 

Too. numerous to mention have been the 
disappointments during the last year. The oft 
repeated lesson comes regularly; just because 
one company makes phenomenal profits in one 
line of business it does not follow that every 
concern will share the same fortune. Invest- 
ors. will never learn this truism. As a rule 
they will not take the trouble to go behind 
gilded rumors to ascertain the real facts—re- 
sult, severe losses, vanished profits. 

The latest bubble to burst is Crucible. Gone 
are the estimated profits of 200 per cent. on 
the common, gone are the rumored mergers 
with Bethlehem Steel, gone are the Schwab 
purchases for control, gone, in fact, is every- 
thing of extraordinary nature in regard to 
Crucible, and we have left nothing but a com- 
pany, strengthened by increased earnings to a 
normal degree, but far from the position ex- 
pected of it from enthusiastic “investors for 
profit.” 

The columns of THe MaGaziIne or WALL 
Street have contained repeated warnings 
against over-enthusiasm toward Crucible 
Steel... In an article on the company in the 
November 25, 1916, issue, when speculation in 
its. shares were at its height the writer clearly 
pointed out the speculative position of Cru- 
cible’s stocks and warned against the inevitable 
reaction,. The question to consider now is the 
probable status of Crucible from now on, the 
intrinsic worth of its shares, their approx- 
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imate selling price for the remainder of the 
war and their status on a peace basis. 


Before the War and Now 


Before the war the Crucible Steel Company 
of America was one of the many minor steel 
concerns that never made good, nor did it 
seem likely that it ever would. A manufac- 
turer of high grade specialty steel, of use 
primarily in the manufacture of ordnance or 
special tools, found the demand for its prod- 
ucts exceedingly small. 

From the time of its incorporation up until 
the 1916 fiscal year a hard struggle ensued to 
keep its head above water. The company was 
incorporated in 1900 as a consolidation of 
thirteen small steel concerns manufacturing 
crucible steel almost exclusively. From time 
to time the company acquired additional prop- 
erties, including coke and coal concerns nec- 
essary for the maintenance of a large steel 
organization. Its plants as they now stand 
are located at Pittsburgh and Midland, Pa.; 
Canton, Ohio; Syracuse, N. Y.; Newark, 
N. J., and Norwalk, Ohio. A practical mo- 
nopoly on the crucible or open hearth steel 
and iron is held by the present concern, with 
an output estimated to represent about 95 
per cent. of the crucible steel products in the 
United States. 

With the advent of the great conflict in 
1914 came prosperity for Crucible Steel, From 
1907 through the fiscal year of 1914 a varied 
and ragged showing was made. The best year 
up to 1916 was 1913, when 12.84 per cent. was 
shown on the common stock: Previous to that 
earnings averaged around 5 per cent. on the 
common shares. In two years, 1908 and 1914, 
a deficit of about $750,000 was reported. In 
1915, however, signs of a remarkable business 
era were apparent. Speculation in the com- 
mon stock started soon after the market 
opened and was carried on all through the 
big bull market in 1915. 

When the report for that year was pub- 
lished, however, the keenest disappointment 
was felt, as only 5.39 per cent. was shown on 

























CRUCIBLE’S PAST AND PRESENT 





the common stock. Nobody could figure out 
why Crucible made such a poor showing in 
the face of the remarkable earnings of other 
companies engaged in the munition busiress. 

The answer is easy to find. When the war 
broke out Crucible’s plants were in extraor- 
dinarily poor condition. The 1915 fiscal year 
had almost passed before the company was in 
shape to turn out its orders on anything like 
a large scale. Besides this many of the con- 
tracts given in 1915 could not be completed 
before some time in 1916, and therefore the 
profits showed on the 1916 statement only. 
Hence when estimates are made of Crucible’s 
earnings during these two years, much more 
should be allowed for net in 1915 and a cor- 
responding amount deducted from the report 
in 1916. In the 1915 year a total income of 
only $4,212,595 was shown, a normal amount 
for Crucible Steel, considering its back record. 
Its depreciation fund was about the same as 
usual and a net income of only $3,073,750 was 
shown. From this report it would seem that 
Crucible was not going to do anything more 
than usual despite abnormal conditions. 


Crucible’s Prosperity 


Then came the banner year with its plants 
in workable shape and its organization greatly 
improved; Crucible was able to finish the year 
with extraordinary profits. Its total income 
was multiplied by four and its net was four 
and a quarter times the previous year. $2,709,- 
810 was written off for depreciation and con- 
tingencies against $504,733 the preceding year. 
After paying 8% per cent. dividends on the 
preferred stock, amounting to $2,125,000, a 
surplus for the year of $11,098,655 and 45.89 
per cent. on the common stock was earned, 
after allowing for the regular 7 per cent. on 
the preferred. 

At the end of that remarkable year stock- 
holders looked for an immediate clearing up 
of back dividends on the preferred stock, 
which at that time (August 31, 1916) was 
23% per cent. in arrears, and some went so 
far as to expect a dividend policy on the com- 
mon to be announced. Much to their surprise, 
but in keeping with good management, the 
directors decided to appropriate all the earn- 
ings, after the 8% per cent. on the preferred, 
for improvements and betterments. In addi- 
tion to this they charged off approximately 
$4,000,000 more out of accumulated surplus 
for the same purpose. Hence, the report for 
the year showed a total profit and loss surplus 
of $6,543,606 as against $10,444,951 in 1915. A 
résumé of the balance sheet for that year is 
interesting in that it shows just how the ap- 
proximately $15,000,000 was spent. Inventories 
showed an increase of $3,519,803; receivables 
increased $6,550,000, and the total increase in 


current assets was over $10,000,000. New 
properties cost approximately $3,000,000, and 
other improvements, such as additions to 
plant, rearrangement and installation of new 
machinery, made up the” balance. 


What Happened in 1917 


After the situation was explained to stock- 
holders they were satisfied in the assurance 
that with all the improvements made earning 
power would increase correspondingly. Dur- 
ing the year the stock experienced wide fluc- 
tuations. Estimates of earnings ran into untold 
figures and it was by no means uncommon 
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requirement on pref. 
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talk that 200 per cent. would be earned in the 
common stock of the Crucible Steel. Here is 
where the bubble burst. With all its improve- 
ments and with all its increased facilities the 
current statement reported over $1,000,000 
less in net earnings for the fiscal year ended 
August 31. Total profits for the year were 
$16,161,236 as against $16,528,748 for the pre- 
vious year. Repairs and depreciation were 
marked up almost $1,500,000 so that net profits 
were actually $12,282,357 against $13,223,655. 
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However, $7,562,500 in preferred dividends 
was paid against $2,125,000 for 1916. The large 
item of preferred dividends marks the clearing 
up of all arrears on this stock. The actual 
surplus, therefore, was only $4,719,857 as 
against $11,098,655 for the 1916 year. Hence 
the amount left for the common stock was 
only $18.88 a share. 

It is unfair to compare the $1888 a 
share with the $45.89 returned last year be- 
cause of extraordinarily large sums paid out 
in preferred dividends. What should be 
brought out, though, is that earnings do not 
show anywhere near the increase that was ex- 
pected. It must be remembered also that the 
year just past does not take into consideration 
the slump that: the steel companies are now 
experiencing because of our entrance into the 
war, simply because the orders the Crucible 
Steel had were on the books and represent 
the most profitable period in the munition 





war be prolonged any great length of time. 

Weighing carefully all the factors that go 
into the making of the future it would seem 
that Crucible, while better off than before, is 
not likely to startle the world with its profits 
even while the war lasts and allowing for in- 
creased asset valuations. 

A return of 18 per cent. is probably the 
maximum figure that will be obtained from 
now on. Taking that percentage as an arbi- 
trary figure, Crucible common in peace times 
sold at about twice its earning power and now 
(because of increased property valuation) 
should be entitled to sell at three times its 
earnings on the common. Hence a fair price 
for Crucible while the war lasts should be 
between 50 and 60, and that is a liberal valu- 
ation. 

A ten-year average of earning power shows 
about 14 per cent. on the preferred stock and 
7% per cent. on the common. There is no 
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CRUCIBLE’S PAST AT A GLANCE 


Repairs and 
Total Income Depreciation 


Oe i Rate $2,672,160 $125,000 
| iy Ie 139,206 649,231 
BP vedisbsiosias 2,223,261 208,335 
BOD. tb owen akets 4,122,257 572,912 
Batata pone. 3,361,744 631,978- 
DOE sttidcuehch 4,327,537 655,864 
Re a 4,967 718,595 
 acetian Schisns 2,017,952 393,426 
Sel rR 4,212,595 504,733 
— eUetieghoas 16,528,748 1,915,240 
| qe Sats 16,161,236 3,375,000 





“Regular and deferred dividends paid. 


Net Profits Pfd. Dividends Surplus 
$2,547,160 $1,466,190 $1,080,970 
+520,025 244,365 764,390 
2,014,926 549,821 1,465,105 
3,525,882 1,802,192 1,723,690 
2,557,518 1,730,277 827,241 
3,424,996 1,750,000 1,674,996 
4,905,886 1,750,000 3,155,886 
1,015,039 1,750,000 734,961 
|. Se ers 3,073,750 
13,223,655 2,125,000 lly 5 
12,282,357 *7,562,500 4,719,857 
tDeficit. 








business with the Allies. One might turn to 
the balance sheet for consolation, but will find 
there a profit and loss surplus of only $6,263,- 
464 as against $6,543,603 for the previous year. 
Working capital only shows a few million 
dollars increase. 
Crucible’s Worth 

There can ‘be little doubt that the heyday 
of profits for munition makers has passed. 
While its plants will be worked to capacity, 
filling the heavy demands of our Government, 
nothing like the former margin of profits will 
be allowed. In addition to the reduction in 
profits or gross sales munition makers despite 
their vital position to the welfare of the Gov- 
ernment are under strict censorship as re- 
gards profits, hence huge returns are senti- 
mentally under a ban if for no other reason. 
On top of all their other troubles the profits 
of companies with Aladdin-like prosperity are 
ripped to pieces under the excess profits taxes 
and are in for a further “ripping” should the 





foundation for the belief that Crucible will be 
able to maintain a permanent increase in net 
when the world comes to its senses, simply 
because the present demand for steel of all 
kinds is abnormal and the demand for Cruci- 
ble’s products in particular is especially ex- 
ceptional. To allay criticism, however, we 
shall grant an average income of 10 per cent. 
for a few years after the war, and at that we 
find Crucible’s common worth little more than 
between 30 and 50. 

Not that higher levels will not be seen 
again. We have a war market and Crucible 
is a “war baby” of the first water, backed 
by pools and susceptible to all kinds of spec- 
ulative inoculation. The real investor, how- 
ever, is only interested in a stock’s true worth. 
If for any reason it becomes inflated he will 
know it and get out or keep away. He will 
not ‘be misled by false rumors or misleading 
reports. To so instruct him is the function 
of Tue Macazine or Wat Street and the 
purpose of this analysis. 




















Mercantile Marine’s Back Dividend 
Plan 


Its True Inwardness— Have Depreciation Charges Been 
AdequateP—The Company’s Present Position— 
Investment Status of Its Securities 





By J. G. DONLEY, JR. 





HE Marine stocks have been the 
"TI objects of such flagrant manipula- 
tion, so cleverly staged and so 
adroitly managed, that any analy- 
sis of their present position must 
give first place to an examination of these 
issues from the speculative viewpoint. 
These stocks were taken from under the 
darkly hovering clouds of receivership and 
marked up to the accompaniment of ex- 
travagant earnings publicity, from low levels 
of 3 for the preferred and 5% for the com- 
mon in 1914, to high records of 125% and 
50%, respectively, in 1916. 

By reference to Table I, which gives the 
price ranges for the preferred and common 
stocks from 1914 to date, it will be seen that 
Marine preferred is up from a low of 62%, 
while the common is up from a low of 19%, 
reached early this year. 


Back Dividend Prospects 

Getting to the heart of the matter: Is it 
good market sense to believe that “insiders” 
have recently been buying the preferred 
stock well above par and the common 
around 30, while they have been feeding the 
public with rumors of a plan to take care 
of the 88 per cent in back dividends ac- 
crued on the preferred stock? 

If a plan is actually under consideration 
the real insiders knew it long ago, when the 
preferred stock was 30 or 40 points lower. 
Is it logical to think that they are making 
new commitments in the stocks now? 

Taking a general view of the Mercantile 
Marine situation, it becomes apparent that 
big earnings are a thing of the past. This 
excellently adaptable speculative ammuni- 
tion has become almost a minus quantity 
through the operation of British and Ameri- 
can excess profits taxes, Government con- 
trol of shipping and regulation of freight 
rates, and the lesser factor of rising costs 
of all sorts. In addition to these restrain- 
ing influences which promise to be effective 
for the duration of the war, there is, further, 
the likelihood, with shipbuilding operations 
gaining in velocity from month to month, 


that when the war is over Mercantile Ma- 
rine will find itself confronted with the pros- 
pect of as formidable competition as it 
faced before the war. The graphic repro- 
duced herewith is illuminating in this re- 
spect and is worth careful study. 

With earnings reports becoming valueless 
as speculative ammunition, the final big 
“shell,” which has been carefully held in 
reserve for the get-away, is now being 
brought forward. This last bit of ammuni- 
tion is nothing else than the “plan to 
provide for the payment of 88 per cent in 
back dividends on the preferred stock.” 
Many a time in the past the public has had 
high hopes that this piece was to be set off, 
only to be disillusioned when after it had 
been paraded before them it was again al- 








TABLE I—RANGE OF MARINE’S STOCKS 


lowed to sink back into obscurity for safe 


keeping. 
End of Speculation 


From the speculative viewpoint all hold- 
ers of Marine securities are vitally concerned 
in this exploitation of the back-dividends 
plan, because it will, in all probability, mark 
the end of active speculation in and manipu- 
lation of the Marine shares. By implication 
it is clearly an admission that all other 
speculative expedients have lost force. This 
consideration alone is sufficient reason for 
getting clear of all commitments on the 
long side of Marine preferred and common 
stocks. 

Assuming that the rumored dividend 
plan is approximately what may be ex- 
pected to develop, it is interesting to see 
how it would work out. As recently out- 
lined in the newspapers, the plan calls for 


(247) 
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the payment of 50 per cent Of the 88 per 
cent in common stock, 35 per cent in 6 per 
cent notes and 15 per cent in cash. This 
would mean $44 par value of new common 
stock for each share of preferred stock now 
held, $30.80 face value of 6 per cent notes 
and $13.20 in cash. Figured out on the basis 
of the $51,726,300 preferred stock now out- 
standing, it would mean a total of $6,827,871 
to be paid in cash, $22,759,572 new common 
stock and $16,000,000 6 per cent notes. 
Table II gives a comparison of the out- 
standing Marine capitalization as it will be 
if this plan goes into effect, with the actual 


the payment of 7% per cent of the amount 
due preferred shareholders in cash, 14 per 
cent in preferred stock and 12 per cent in 
common stock. 

Comparison With International Paper 

Like causes may generally be counted 
upon to produce like results—in the stock 
market, as elsewhere. Having this truism in 
mind, let us look back and see what hap- 
pened to the International Paper stocks 
after this plan was executed. Table III 
allows ready comparisons to be made of the 
selling prices for the Paper preferred and 








TABLE II—MARINE’S OUTSTANDING CAPITALIZATION 


Total 
*Estimated. 


PITTITIITITITITIITI TT TTT TTT TTT e+e $191,357,872 


1914 


$51,730,971 
49,931,735 
52,744,000 


1916 





$152,477,214 $178,090,761 








outstanding capitalization at the close of 
1914—the year the war started; and at the 
close of 1916. 

The much-talked-of plan for readjustment 
of Mercantile Marine’s bonded indebtedness, 
it will be remembered, provided for the sub- 
stitution of $40,000,000 6 per cent first mortgage 
and collateral trust bonds for the $55,552,412 
4% per cent bonds and the $18,440,133 
5 per cent bonds, through exchange and 
partial cash payments, thus reducing inter- 
est charges by $1,021,864. Should the 6 per 
cent notes be issued under the proposed 
dividend plan, interest charges would be in- 
creased again by $960,000, practically nulli- 
fying the benefits of the previous readjust- 
ment of bonded debt. Moreover, reference 
to Table II shows that Marine’s total out- 
standing capitalization will stand at $191,- 
350,000, as compared with $178,090,000 in 
1914—revealing an actual increase after all 
these plans! 

There is great similarity between the Ma- 
rine dividend plan and the plan which was 
put into effect in the early part of this year 
to take care of the 33% per cent in back 
dividends on Inteftnational Paper preferred. 
There is also a close similarity between 
the present Government regulations and 
taxation harassing these two companies. 
The International Paper plan provided for 


common stocks, before and after the back 
dividend plan. - 

Reference to this table shows that Inter- 
national Paper preferred reached a high of 
109% and the common 75% in 1916, when the 
plan was being talked about. After the plan 
became an accomplished fact, the best the 
preferred stock could do was to make a 











TABLE II—RANGE OF STOCKS OF INTER- 
NATIONAL PAPER 
Preferred Common 
Low High Low 
33 12% 8 
42% 15% 914 
50% 49% 18% 


*Since plan became effective. 








high of 77% in 1917, while the common 
struggled up to 495%. Paper preferred is 
now selling around 50, while the common 
stock is around 20; with only a moribund 
speculation in them. In addition to the 
points of resemblance already pointed out 
between the position of the stocks of the 
two concerns, there is another striking re- 
semblance. The Paper company also pro- 
vided for the refunding of its bonds into a 
new general and first mortgage issue of $7,- 
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500,000, paying off out of current resources 
and out of surplus profits over $7,000,000, 
with the result of a net reduction of $2,- 
246,000 in its funded debt. 

Surely the investor in Mercantile Marine 
stocks finds little comfort in the experiences 
of International Paper stockholders. 

This analysis has so far been confined 
mainly to speculative considerations, because 
the Marine issues are speculations first and 
last. We have shown that if the plan cur- 
rently talked of is put into operation, Mer- 
cantile Marine’s outstanding capitalization 
will be larger than before the war. 

In other words, the company, heavily 
over-capitalized at the start, will still be 
over-capitalized when a return to normal 
conditions is made. 


years preceding the war, and in addition it 
has a considerable interest in the New York 
Shipbuilding Co., profits from which may 
be expected to help some in times of de- 
pression. Marine’s revenues may not be 
expected to go back to the previous lows, 
but neither may it be expected that future 
earnings will justify the present high levels 
of the Marine stocks. 
Depreciation 

Any consideration of Marine’s earnings 
position and financial condition must give 
due weight to an examination of the depre- 
ciation item. The charge has often been 
made by people well versed in shipping mat- 
ters that the International Mercantile Ma- 
rine Co. has never made adequate provision 
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If the company could not earn bond in- 
terest in 1914, and showed only 4.44 per cent 
on its preferred stock in 1913, 0.25 per cent 
in 1912, 0.95 per cent in 1911 and 1.49 per 
cent in 1910, can it reasonably be expected 
to do much better under like conditions at 
some*future time? To be sure, 42.10 per cent 
was earned on the preferred stock in 1916 
and 37.45 per cent on the common, while 
26.26 per cent was earned on. the preferred 
stock in 1915 and 21.01 per cent on the 
common. But such results were the prod- 
ucts of unexpected profits at the height of 
war-time prosperity. Although the company 
may make a very good showing again this 
year, it has passed the peak of its prosperity. 

Mercantile Marine is now operating a 
larger fleet of vessels than it was during the 


for depreciation requirements. It would be 
practically impossible to go thoroughly into 
the question of depreciation without making 
a first-hand study of the actual condition 
of the company’s fleet. It would be natural 
to assume, however, that active war service 
has subjected the company’s vessels to more 
than the usual amount of wear and tear. 
It would be natural to look for quite a 
jump in Marine’s depreciation charge for 
the year 1916, as compared with 1914 or 
any of the years before the war. 

Marine’s charge for depreciation in 1916 
was $4,169,489, or about 2.3 per cent on its 
property, carried at $180,506,008. This shows 
only a slight increase over the charge in 
1914, when depreciation was figured at $3,- 
609,557 on property of $193,274,836. Com- 
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pared with the depreciation item of the At- 
lantic, Gulf & West Indies Steamship Co., 
the charge made by the Mercantile Marine 
Co. appears to be wholly inadequate. For 
the year 1916 the Atlantic, Gulf & West In- 
dies Co. charged off $3,113,620 against equip- 
ment and terminals carried at $27,959,058, or 
a little more than 11 per cent. In 1915 At- 
lantic Gulf charged off $2,332,914. 

The International Mercantile Marine Co. 
through its various subsidiary companies 
owns and operates 111 steamships, 101 of 
which are under the British flag, 8 under the 
American and 2 under the Belgian. In addi- 
tion the various subsidiaries have 14 vessels 
under construction, which will have an ag- 
gregate registered tonnage of 216,450 tons. 
The company has under lease from the City 
of New York Piers Nos. 58, 59, 60, 61 and 
62, North River, running until 1920, with the 
option of renewals until 1940. It also owns 
terminal property and an office building in 
Antwerp. It has’terminal arrangements at 
Liverpool, Londor, Southampton, Montreal, 
Boston, Philadelphia, New Orleans and 
other ports, as well as a leasehold until 1983 
of the office building in London, known as 
“Oceanic House.” 


Marine’s Financial Position 
Marine’s financial position, as revealed by 
its balance sheets, has been greatly im- 


proved as the result of war prosperity. On 
Dec. 31, 1916, accounts receivable exceeded 


loans, overdrafts, etc., and accounts payable 
by $3,168,220; whereas, back in 1914, current 
liabilities as represented by these items ac- 
tually exceeded accounts receivable by $1,- 
247,886. The cash item stood at’ $5,607,025 
in the 1916 balance sheet, as compared with 
$4,251,478 in 1914. “Marketable securities” 
have, however, increased from $479,104 in 
1914 to $17,907,363 in 1916, largely represent- 
ing the investment of cash funds in. British 
Government securities. This process of 
converting cash into British Government 
securities has been carried on during the 
last two years, more or less under compul- 
sion, until the item is now said to stand 
around $40,000,000. Marine’s net working 
capital—which is the balance of current as- 
sets over current liabilities—amounted to 
$27,333,519 at the close of 1916, as com- 
pared with $2,335,636 at the end of 1914. 

There is no fault to be found with the 
company’s financial position. 

The present price level of the Marine 
stocks, however, more than discounts this 
improvement in the company’s finances. 
But declining earnings, increasingly heavy 
taxation, Government control of shipping 
and prospects of growing competition have 
not been discounted. These considerations, 
in addition to the speculative position of 
the Marines, are sufficiently good reasons 
why careful investors should dispose of their 
holdings of these stocks and avoid them for 
the present at least. 








PLEA FOR THE SMALL INVESTOR 
“The Railway Investors’ League represents 65,000 investors in railroad securities. Most 


of them are small 


The number of large investors is small. It is for the small invest- 


ors I make my plea and in combination they speak with a mighty voice. 
“It probably has occurred to others than myself that there is a lesson for those who would 


solve the difficulties of railway credit in the way in which our 


the problem of financing the war. 


has had to solve 


“If anybody had said a year ago that at this time there would be more than 12,000,000 


bond holders in the United, 
him committed for lunacy. 


every statistician on the subject would have advocated having 


“But in six months we have jumped from less than half a million to over 12,000,000 bond 
This large number of bond holders was secured from millions of small investors 
who subscribed and paid for the bonds upon easy payments out of their current savings. 


“If, therefore, there is 


of 
Seateais of ques ert 





“For the past ten years the small investors have shown their increasing willingness, 
plight ito which they sec their propeticn driing bya delay which no olbqyeatarprae 


into which they see their pro 


a 


out a broad platform of policy which will ultimately cause 
ons of small investors to subscribe and 
there will be brought to the aid of the 


for the railroad 
ds 


drifting b delay which enterprise 
country has had to cnccunten- Deke Mab, before the Insoreeasg Comanereh tigemmmtaion 
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Prominent Subscribers to The Magazine of 
‘Wall Street 


Vice-Pres. “The Business Bourse.” 
my Fy ne @ magazine in the field that you cover is one of the 
most needed could be imagined. The American people are far from up 
to par in the matter of knowledge of busi and fi 
I trust you will build higher and higher with 
plans, articles and data which will inspire still Vi. 
2. Georg ck, Viee-Pres. 





more confidence on the part of the public and 
the financial worlds, in your enterprise. 


Vice-Pres. Farmers’ State Bank, Geergetown, Tex. 
I think The Magazine of Wall Street of great value to investors and in- 


dispensable to those seeking investments. ms Whi Hy 


Chief Oper. Officer Missouri Pac. R. R. 
I find your magazine is filled with valuable 
information for present and prospective investors. Ae rot 


Vestine, Boner am. Land Se. 

our magazine second to none in its tive lin Y. 

always considered before | make a Bon gay capt eg oun grins 
common sense and careful selections make A 


it valuable to me. 


International Authority on Finance. 

It is a remarkable fact ese although the U. S. learned so much in the 
domain of practical finance from England, she has not as yet produced any 
really authoritative financial publication, which we all A min in England 
for their popular style and contents. I think 
your publication i is on a good road towards such ee 
an aim since you possess great fertile qualities: ¢ or, Satche. 
sincerity-seeking and desire for perfection. 


Member Prominent Investment House. 

I have read every issue of The Magazine of Wall Street. I look forward 
to its eae interest; to my mind, it is serving a useful purpose in 
educating investor. In doing this it performs a service in the interest 
of every investment banker. The object of the investment banker today is 
to sell a security resting, first, upon security of principal; second, certainty 
of interest or payment and third upon its marketability. Every- 

<< ine of Wall Street can do, 

investment ker can do to make these 

facts clear to the investor, or which will enable 

the investor to ascertain these facts, is in line 
with our conception of public service. 


Asst. Actuary Mass. Mutual Life Ins. Co. 
Glad to say a good word for your excellent magazine. It contains 


more real “meat” on investment and financial 
matters than any other paper | have ever read. fVirwdeltAn 
a DT 


Member N. Y. Bar. 
During the past ten years | have observed with interest the number 
of so-called “financial magazines’ which have g up, flourished 
briefly and vanished, never to return. Meanwhile, The | Magazine of Wall 
esc nitenen mpeet steadily cae: This semes to me _~ most elo- 
testimony to value put upon your magazine investors, 
it os t-te eeteinen of its ate and the ‘ 

trustworthiness of its editorial policy. US=. GB Beoe 
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contain condensations of the latest news 
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Baltimore & Ohio—Reports net Sept., 
1916, $3,637,514 and 9 months, 1916, 
Damage by fire, which swept 
two of Locust Point piers of company re- 
cently, is estimated at $5,000,000. res. 
Willard, at rate increasing hearing, stated, al- 
though $1,500,000 behind on deferred main- 
tenance, he was not sure the road would 
earn its 5% dividend. 


Candian Pacific R. R—The tide has ap- 
parently turned in earnings. September in- 
crease in gross, against September, 1916, 
was $110,181, or less than 1%, and loss in 
net was $1,382,608, nearly 27%. Nine months 

oss earnings were $109,393,516, which is 

729,726, or 8.6%, over the 1916 period. 
Net for the period was $32,322,145, or $1,- 
894,225 (55% less than for first nine 
months, 1916. 


, , 


hio—Earnings, 1917-1916: 
017, against $4,196,930; 


P Chesapeake J & 
t. gross, $4, r 
set abet taxes, $1,164,355, ee 1,381,980; 


urplus after charges, $560,497, against $741,- 
829" 9 months gross, $39,931,740, against 


7,079,239; net after taxes, $10,329,818, 
= 079 S151 221; surplus after charges, 
$5,268,548, against $5,508,145. 


Chic., Buri & Quincy—The mi- 
nority stockholders at annual meeting, ob- 
jected to Northern Pacific-Great Northern 
domination of the road. Attorney for ob- 
jectors asserted that other minority stock- 
holders object to the Hill road’s control. 


C. M. & St. Paul—Showing in September 
raises grave doubts as to whether road will 
be able to earn the full 7% dividend on its 
pfd. stock. If earnings in final three 
months of 1917 should duplicate the 1916 
figures, its net after taxes would be $27,- 
000,000. Adding income from other sources 
equivalent to 1916 net result would still be 
insufficient to meet requirements of com- 
mon dividend. Operating ratio, in Septem- 
ber, 1917, was 84.60% of operating revenues, 
against 69.22% a year previous. 


Chicago & North Western—C 
earnings, etc., are: 1917 
Sept. ss 
Net after taxes.... 

— after chgs... 

mos. gross ’ 

Net after taxes.... 19,483,022 
Surp. after chgs.... 11, 


Chic. R. I. & P.—Relative to conditions, 
Chairman Amster said: “The physical con- 
dition has never been better. The company 
has no floating debt and over $40,000,000 
free marketable securities in its treasury. 
The margin of safety over interest require- 
ments makes the refunding bonds a gilt- 
edge railroad investment. No one should 
expect dividends on the common stock, but 
Rock Island common represents . actual 
value of more than par. ¢ stock sold in 
1902 at over 200 per share. Its value has 
not been diluted since by any water.” 


Delaware & Hudson—Reports t. earn- 
ings: Gross, $2,728,677, against $2.247.054 
for Sept., 1916; net after taxes, $673,371, 
against $671,208 for Sept., 1916; 9 months 
gross, $22,359,268; net after taxes, $5.002.093, 
compared with $19,870,135 and $5,885,939 re- 
spectively. 


Denver & Rio Grande—Reports earnings 
as follows: 1917 1916 
Sept. gross $2,585,693 $2,434,129 
Surp. after chgs ‘ 
9 mos. 
Surp. after chgs.... 1,660,126 

At regular monthly meeting of directors, 
organization was completed. James Russell, 
recently with St. Louis Southwestern, was 
elected vice president in Denver, and Fin- 
ley 2° Shepard, vice president in New York. 
R. F. Watkins, treasurer, and E. L. Brown 
was elected president, and J. P. Howland 
secretary at New York. 


Erie—Earnings statement for September 
and 9 months compare: September gross, 

850,488; net, 320; 9 months gross, 

8,778,118; net, $8,094,264. The figures for 
1916 are respectively: September gross, $6,- 
395,011; net, $1,557,448; 9 months gross, $55,- 
512,502; net, $13,971,839. Testifying be- 
fore Interstate Commission at hearing 
as to rate increases, Pres. Underwood 
said: “The return on property invest- 
ment was 288% for year June 30, 1917, 
compared with 4.86% in 1916. Upon that 
showing it is vain to expect buyers for rail- 
road securities. The Erie asks an increase 
sufficient to enable it to perform its duties 
to the public, pay interest on bonds, and 
have a proper surplus to meet emergencies. 
No percentage of rate increase that has 
been under consideration is adequate. 
There is no time to lose. The end of the 
next two months will be a trying period for 
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many of the weaker lines. I am confident 
the railroads are not in vain applying for 
salvation.” 


Great Northern—Earnings, etc., Sept, and and 
9 months compare: Sept. gross $8, 
net 626,451; 9 mos. gross, $64,759,846, 
net ber pate The figures for 1916 are, 
respectiv: fF ara ae, $3,485,519, $59,580,- 
534, $19,4 


Minn. & St. Louis— 
Reports Earnings: 
September eat 
Net ‘after taxes.. 


Missouri Pacific—! 


1917 
$1, 042,066 
272,580 


$1,004,366 
316,529 


ings, etc., Sept. and 
pt gross 10, ag 


mos. gross $1 960,41 


449. The figures for 1916 are, re- 
spectively: $6,198,550, $1,621,001, $18,093,652, 


Northern Sama for Sept. a 


9 months are: 

September gross . $7,342,480 $7,576,477 

Net after taxes 2,387,710 s 344,247 
57,888,343 


9 mos. gross 682, 
Net after taxes 21 434, 612 21,464,683 


N. Y. Central—Reports total earnings for 

all lines, as follows: Sept. gross 944,697, 

; 9 mos. gross 199,128, 

251, 358. These compare with the 

6 figures, respectively: Py 2) pare. $11,- 
Oss.931° $267 ,078,393, $86,013. 


N. Y., N. H. & Hartford—Officials an- 
nounce that a new pfd. stock would be is- 
sued by Jan. 1, 1918. Stockholders may sub- 
scribe at the ratio of four shares of pfd. to 
11 of common. In September road not only 
showed increase in gross, but was able to 


save some of or net. Surplus after 
charges was $780,058, compared with $710,- 


543 for September, 1916. In the nine months 
surplus was $2,450,973, mst for 
the corresponding period of 1916. In first 3 
quarters 1917 has earned $1.56 a share on 
its $157,117,900 stock outstanding. 


Pennsylvania—Justness of railroad re- 
quest for advance in freight rates is well 
illustrated by operating results of the Penn. 
system. Gross revenues of R. R. Lines East 
and West Sept, 1917, were $5,560,907 

eater than Sept., 1916. Net earnings were 
$415, 156 less. 


Reading—Re s Sept. 
companies of $603. 358, 58, compared with fi 
587, for Sept., 1916; 9 mos. surplus, $13,- 
353,289, compares with S15, 459,262 for the 
comparative period of 1916 


Seaboard— 
Reports Earnings: 1917 
September gross.. 373 
Net after taxes 630 


Southern ge earnings for 
Sept. show increase $1,948,450 over Sept., 
1916. Operatin nae $1,080,002, and 
transportation $1,223,296. Net for 9 months 
increased $7,130,664, over the 1916 period. 


Southern Ry.—Earnings for the first three 
months of fiscal year continue to show 
growth. If similarly maintained for the re- 
maining nine months they would carry 
Southern through the year with 24.06% o 
pfd., compared with actual returns of 20.60% 
for the year ended June 30, 1917. This will 
leave 9.53% for common, against 7.80% in 
the previous oe. OL ye was ee pe =, - 
increase of $4,7 in of 
while net shows pa v7 sod 258, or iano 


St. Louis-San Francisco— 
Reports Earnings: 1917 


409,629 
1,813,588 


surplus for all 


1916 
$2,039,452 
496,243 


$4, 
Net after taxes 1,554, 457 








SUGGESTIONS IN REGARD TO INQUIRIES 


heavy volume of inquiries which this publication is now receiving makes it nec 
our subscribers to co-operate with us in order that we may maintain and improve 
of service which the Investors’ Personal Service Department renders to our read- 


suggest that: 


Not more than two or three inquiries be submitted at one time. Occasionally a sub- 
long list of securities asking for an opinion on each. The careful manner in 
’ Personal Service Department handles its inquiries makes it impossible te 
the immediate attention necessary, without slighting other inquirers. 
inquiries on a separate sheet of paper, which should bear the writer’s name 


stamp or stamped and addressed envelope. 
The above suggestions are drawn up for the benefit and protection of our readers and 
them will receive first attention. 
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Industrial Digest 





Adams Express—July receipts were $,- 
212,288, against $3,700,651 for July, 1916. Def- 
icit in operating revenues converted net into 
a deficit of $370,850, against a gain of $96,- 
499 for July, 1916. 


Allis-Chalmers—For first nine months of 
1917 showed aggregate net profits $2,822,531, 
— $2,236,297 for 1916 period; a gain of 
26.2%. 

Am. Car & Foundry—Has received order 
for 10,000 railroad cars from Russian Gov- 
ernment of the light four-wheeled type for 
freight service. Has also received an order 
from the U. S. Government for $50,000,000 
worth of 6-inch shells. 


Am. Express—Plans for extending Far 
Eastern business in Shanghai, Yokohama, 
Manila and Hong Kong are said to be 
completed. July receipts were $5,847,549, 
against $5,131,671 for July, 1916. Deficit 
of $54, in operating revenue, converted 
net into a deficit of $106,239, against a gain 
of $161,900 for July, 1916. 


Am. Hide & Leather—New interests 
are reported seeking control. These inter- 
ests are not presumably antagonistic to the 
management. 


Am. Locomotive—Reports largest total of 
unfilled orders in its history, and with work- 
ing capital of over $25,000,000, or par, for 
the 7% pfd. Company is fortunate in hav- 
ing on hand good sized stocks of steel. 


Am. Smelting & Refining—Predicted will 
show net earnings $25 a share for 1917 after 
charges and excess profits taxes. During 
first half of the year management has been 
liberal in provisions for meeting war taxes. 
There was set aside for this purpose $3,- 
778,000. 


Am. Steel Foundries—In nine months to 
Sept. 30 earned a balance above depreciation 
interest and sinking fund $5,186,785, or $30 
a share. For the nine months company set 
aside $1,500,000 as its estimate of war tax. 
Company is likely to earn between 36% and 
38% for the year, before wax taxes. Final 
dividend balance is estimated at $26. 


Am. Suger Refining—Louisiana sugar crop 
is not expected to exceed 250,000 tons. Of 
the 100,000 tons which Ametican Sugar has 
agreed to buy at 6.35 cents, it is not likely 
to get much more than 60%, because this 
price, fixed by the Hoover administration 
and food administrator of Louisiana is not 
high enough to tempt planters to sell. 


American Tobacco—A syndicate has been 
started for purchasing $25,000,000 6% 90-day 
notes from company. The money is to be 
used for purchase of leaf tobacco and raw 
materials. This financing puts in definite 
form $15,000,000 of floating debt and gives 
the company $10,000,000 of new money. 


Am. Writing Paper—Is having a disap- 
pointing year. The first six months showed 
net less than 40% of 1917 rate, when balance 
of 20.2% was shown for senior issue after 
bond interest and sinking fund. For all of 


1917, however, interest c was soe a —_ 
probably be 


percentage on preferred 
earned. 

Baldwin Loco.—Men familiar with loco- 
motive manufacturing costs e that, at 
present rate of production, Baldwin must be 
making the largest earnings in its history. 
Company has been turning out 60 engines 
weekly, and recently completed 72 within a 
seven-day period. These engines were con- 
tracted for at about $45,000 each. It is fig- 
ured that net profit per engine cannot be 
less than $5, 


Bethlehem Steel — Chairman Schwab 
stated recently, regarding orders, that com- 
pany has $600,000,000 of work on hand, of 
which 90% constitutes war orders. Bethile- 
hem has all the business it can possibly 
handle. Mr. Schwab further states: “Our 
labor situation is easy, in the sense that we 
are not having trouble; but of course there 
is a scarcity of labor.” 


Burns Bros.—An appraisal by the Ameri- 
can Appraisal Co. of the fixed property and 
plant shows a reproduction value in their 
present condition (allowing for deprecia- 
tion) of $5,936,066. This pro has been 
carried upon the books at $2,9 3. The 
board has directed the president to amend 
the balance sheet accordingly. 


Central Leather—Business in last quarter 
1917 is running better than previous quar- 
ter, when less than $50,000 surplus over 
dividends was shown, according to reports. 


Chandler Motor—Pres. F. C. Chandler has 
issued the following statement: “Net earn- 
ings for ten months ended Nov. 1 before 
war taxes amounted to $32 a share. I esti- 
mate that for 12 months earnings will 
amount to not less than $34.50. e esti- 
mate maximum figure for war taxes about 
$9.50. Company is clear of debt, with all 
bills paid.” 


Crucible Steel—Surplus for the year ended 
Aug. 31, after preferred dividends of $4,719,- 
857, is equal to $18.88 a share earned during 
the period on $25,000,000 common stock out- 
standing. Balance sheet shows a profit and 
loss surplus of $6,263,464, compared with 
$6,543,606 Aug. 31, 1916. 


Cuba Cane Sugar—Report for year ended 
Sept. 30, 1917, is predicted to show profits 
around $12 a share for the common, against 
$18 the previous year. This falling off is 
due latgely to higher operating costs. More- 
over, it is generally understood that the 
sugar content of the cane did not come up 
to expectations. Production the coming 
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year should show around 4,000,000 bags; 
0.27 cent a pound net is needed to cover 
the pfd. dividend. 


Dominion Steel—Directors have raised 
the common dividend from 4% to 5% yearly. 


Williams & Wigmore—$3,690,000 
current notes outstanding April 30, 1917, 
have been paid off. Company has $2,800,000 
on hand, with nominal current trade in- 
debtedness. 


General Electric—In 1917 will break all 
records in respect to gross and net. Gross 
billings for 12 months to Dec. 31 are likely 
to come very close to $160,000,000. Total 
net profits, including income from invest- 
ments, are likely to exceed $28,000,000. In 
other words, the company is in line to éarn 
better than $25 per share on its $101,000,000 
stock before excess profits taxes. 


General Motors—Earnings, two months 
ny Sept. 30, 1917, compare as follows: 
s and trucks sold, 35,263, against 24,936 
for two months 1916. Net sales, $35,168,000, 
against $21,480,,767 for the 1916 period. Un- 
divided profits, $6,375,000, against $4,371,475. 
Cash, etc., Oct. 23 amounted to $21,600,000 


Goodrich—Is carrying $11,000,000 more of 
crude rubber than was the case two years 
previously, for the sake of precaution. In 
same way the mag wage | item in cotton duck 
and tire fabrics has shown an incraese of 
several millions. Because of these increases 
the company has financed with $15,000,000 
notes, all taken by a group of banks. Sales 
in 1917 are likely to reach about $90,000,000. 


International Paper—Decision has been 
reserved on a demurrer in reply to complaint 
of minority stockholders, who asked that 
the company be compelled to pay all the ac- 
cumulated dividends on the pfd. stock. 


Kresge—Reports October sales $2,631,158, 
against $2,374,600 for month in 1916, an in- 
crease of 10.80%. Sales for the first ten 
months of 1917 were reported at $22,613,- 
175, against $19,691,138 for the same period 
1916, an increase of 14.84%. 


Lackawanna Steel—Estimates are that net 
profits for 1917 will eclipse former records 
by a margin of 100%. Banking interests 
chose to the company believe net profits be- 
fore excess profits taxes will run between 
$25,000,000 and 000,000. It means a bal- 
ance of $74 a share, against $34.80 in 1916. 
Excess and income taxes will probably ap- 
. proximate $9,500,000, leaving about $45 a 
share on the stock. 

Maxwell Motor—Is stated to be earning 
not less than $25 a share on its common. 
The fiscal year, July 31, 1917, was the best 
the corporation ever oyed. 


Midvale—Net profit $8,039,285 for third 
quarter is $4,02 a share, or $16.08 a year. 
Management has not been able to figure a 
war profit basis for computing tax. The 
company is a new one and there are com- 
plications which an older corporation would 
not experience. For 1917 Midvale is likely 
to charge off 000,000 for taxes. For all 
of 1917 it is likely to earn between $18 and 
$20 a share. 


National Acme—Gross sales are running 
ahead of 1916, gain for eight months being 
about 8%. Net has declined in the face of ex- 
panding sales through rising costs. Produc- 
tion costs have been neutralized during August 
and September by advances in selling prices. 


Reynolds Tobacco—Proposition to in- 
crease the authorized capital stock to $40,- 
000 from $20,000,000 was ratified unani- 
money The new stock will consist of 
$10,000, pfd. and $10,000,000 class B com- 
mon. 


Sears-Roebuck—Sales in October, aggre- 
gating $20,375,589, were $4,163,494 greater 
than in October, 1916. Sales for 10 months 
$139,513,416, compares with $110,918,298 for 
the 1916 comparative period. 


South P. R. Sugar—Profits of this com- 
pany would have shown as $2,794,175, in- 
stead of $1,851,290 for year ended Sept. 30, 
if the beneficial interest of stockholders in 
the profits of Russell & Co. S. en C,, 
amounting to $948,385 for the year, had 
been added to earnings of the sugar com- 
pany. 

United Fruit—Excess profits tax for fiscal 
year will run between $2,500,000 and $3,000,- 
000, or $5 to $6a share. Profits for October 
equal a year’s interest on its debt. 


U. S. Rubber—Estimates earnings for 
1917 at $11,000,000, or $30 a share on the 
common, after war taxes. Rubber earned 
$6,271,125, or $17.75 a share on its junior 
stock. Gross sales are around $150,000,000, 
against $126,759,129 in 1916. 


U. S. Steel—Unfilled tonnage statement 
shows 9,009,675, tons, Oct., 1917, against 9,- 
833,477 Sept., 10,407,049 Aug. and 10,015,260 
Oct., 1916. The falling off in Oct. tonnage 
was larger than expected, estimates having 
ranged between 400,000 and 600,000 tons. 
Corporation now has 9,009,675 tons unfilled 
business, against 12,183,083, April, 1917; a 
aannge of 3,173,408 in 5 months. Steel 
orders have been declining since April, but 
Oct. shrinkage was largest yet reported. 
Adjustment of prices and embargo has in- 
fluenced falling off in tonnage. At end of 
a steel will have its $240,000,000 for 1918 

es. 
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Railroad and Industrial Inquiries 





Margin of Dividend Safety for Leading 
Rails 


W. H. G., Lebanon, Penn.—Taking up sep- 
arately the earnings and dividend prospects of 
the railroad stocks you mention, we find 
that: 

Atchison shows earnings for the first two 
months of its fiscal year at the rate of 9.67% 
-on its common stock as against indicated 
earnings for the same period last year of 
12.30%. Its 6% dividend is in no danger. 

Baltimore & Ohio is not showing sufficient 
earning power to render its 5% dividend en- 
tirely safe, and it may possibly be reduced. 
Earnings for the latest eight months were at 
the rate of 6.72%, against 8.69% in 1916. 

Chicago & Northwestern is safely covering 
dividend requirements—7%. Its record for 
the eight months indicates a yearly rate of 
11.46%, against 14.12% last year. 

Northern Pacific is showing excellent earn- 
ings results, indications for the first eight 
months being an annual rate of 15.16%, as 
against an actual showing of 6.44% earned 
during the six months ended December 31, 
1916. 

Great Northern Pfd. is safely covering 7% 
dividend requirements, havirg indicated earn- 
ings for the eight months at the annual rate 
of 9.89%, as against 6.90% actually earned 
during the six months ended December 31, 
1916. 


The Outlook for So. Ry. 

R. S: N., Detroit, Mich.—Southern Railway 
has some speculative possibilities of no in- 
different character, but we hardly feel justi- 
fied in recommending the stock at the mo- 
ment, since the indications are that the gen- 
eral market will go considerably lower. 

The stock is in such a favorable position, 
however, that it should quickly reflect any 
favorable change in the general market situa- 
tion. Some time ago there was very strong 
indications of heavy accumulation of this stock. 
It is being bought, we think, by those who are 
taking a large range view and who believe 
that conditions will warrant the stock being 
put on a dividend basis within the next year 
or two, provided the war is over by that time. 


Southern Pacific’s Increases in Earnings 
F. W. D., Bangor, Me—Southern Pacific 
is preferable to Laclede Gas at the present 
time, in view of the difficult conditions under 
which public utility concerns in general are 
operating. There is no reason so far as cam 
be seen now for doubting the maintenance of 
the 6% dividend rate on Southern Pacific. 
In fact, earnings for the eight months ended 
August 31, 1917, amounted to 10.21%, as 


against 7.37% last year. This increase is of 
particular significance at this time when most 
of the eastern trunk lines are showing heavy 
net losses as compared with last year. Cur- 
rent earnings on Southern Pacific indicated 
an annual rate of a little more than 18.75%, 
as compared with 13% actually earned last 
year. 


Erie’s Unfavorable Position 


M. T. M., Wilmington, Del.—Erie does not 
impress us favorably and we do not recom- 
mend a purchase of the stock. We consider 
an issue like Kansas City Southern common, 
selling around 14}, as far preferable to Erie. 
Kansas City Southern is earning at the rate 
of about 6% per annum on the common stock. 
The road is in splendid condition financially 
and physically, and as it serves important 
strategic territory its outlook is very bright 
with a return to peace conditions. 


Meritorious R. R. Stocks 

C. M. S., Louisville, Ky.—Of the stocks you 
mention, Southern Railway, preferred, and 
Wabash, preferred, will bear watching, with 
a view to buying for investment when the 
market outlook generally can be gauged with 
more certainty. We are not, however, very 
favorably impressed with the outlook for the 
Rock Island and Missouri Pacific, preferred, 
issues and direct your attention preferably to 
such stocks as the Kansas City Southern, pre- 
ferred; Colorado and Southern, preferred; 
Atchison, common; Great Northern, preferred, 
and Northern Pacific, common. 


Basis on Which St. Paul Should Be Bought 

J P. S., Albany, N. Y.—Chicago, Milwau- 
kee & St. Paul should eventually develop a 
wonderful earning power, for the road serves 
a growing territory of great potential possi- 
bilities. There may be a reduction in St. 
Paul’s dividends, or it may be suspended al- 
together, temporarily, but the stock can now 
confidently be bought by those who are will- 
ing to tie up money in it indefinitely and await 
ultimate large profits. We do not advise its 
purchase on any other basis, however. Those 
who are holding the stock and would have to 
sell it at a sacrifice now should keep it if pos- 
sible. 


Pennsylvania a Sound Investment 


A. D. B., Southington, Conn.—Owing to the 
very uncertain state of the market we hesi- 
tate to advise you to get out of a stock like 
Pennsylvania, which is a sound investment 
issue, particularly when you have a loss in it, 
and switch into something which may go con- 
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siderably lower. Simply stick to your Penn- 
sylvania until the situation clears. 


The Freight Rates Advance 


L. D. C., Grand Rapids, Mich.—We hesitate 
to advise you to sejl your Baltimore & Ohio 
and Missouri Pacific, preferred, just at this 
time, for the prospect of favorable action by 
the Interstate Commerce Commission on the 
application of the railroads for freight increase 
has stimulated interest in those issues gen- 
erally. The two stocks you hold have had 
very drastic declines and their technical mar- 
ket position warrants the expectation that they 
will participate in any upward move which 
occurs in the railroad list following a favor- 
able rate decision. We suggest you hold 
the stocks for the present and take advan- 
tage of any substantial rally to sell. 


An Attractive Chain Store Pfd. Stock 


T. B. S., Pittsburgh, Pa—There are other 
and better established propositions among the 
Chain Stores that we would prefer to recom- 
mend in preference to McCrory Stores, Pfd. 
It is true that this stock may be purchased 
upon a more attractive yield basis than the 
others we have in mind, but it is not as safe. 
We suggest as a substitute United Drug First 
Pfd. stock. The dividend rate is 7% on a par 
value of $50. In other words, the annual divi- 
dend is $3.50 a share. At the current quota- 
tion, the yield is about 6.8%. The dividend on 
this stock is protected by an exceptionally wide 
margin of earnings. The preferred stock, of 
which there is $7,500,000 outstanding, is fol- 
lowed by $9,000,000 Second Pfd. 6% non- 
cumulative stock and $20,050,000 common 
stock on which dividends are being paid at 
the rate of 6% and 5% per annum, respectively. 
The second preferred and common stocks have 
a par value of $100 a share. 

This company is engaged either directly or 
through subsidiaries in the manufacture and 
distribution of medicines, toilet articles, rubber 
goods, stationery, candies, druggists’ sundries 
and goods of a like nature. 


Westinghouse’s Position 


W. S. P., Mannington, W. Va.—Westing- 
house Electric is now selling at a price only 
six points above the low record of 1915—the 
first year of the war. For the year 1912, the 
low record was 33}, and the high, 4434; for 
the year 1913 and 1914, the low was 26 13/16, 
and the high, 3934. Since you have such a 
large loss in this stock we hesitate to tell you 
to sell it now, provided you are prepared to 
carry it through any further possible decline. 
The company was temporarily war prosperous, 
and its high prices were made under the stim- 


ulation of exaggerated stories of its prosperity. 
The company is, however, ably managed and 
its regular electrical equipment business has 
grown rapidly in the last three or four years. 
At its present price it appears to have dis- 
counted pretty well a return to normal con- 
ditions, but this does not mean that it may 
not go considerably lower. We advise you 
to hold it for the present, but you should sell 
on any important rally. 


International Mercantile Marine’s Boom 
Over 

M. C., Butte, Montana—We have made a 
very thorough study of the International Mer- 
cantile Marine situation and can advise you 
emphatically not to buy either the common or 
preferred stocks. We think the crest of the 
boom in these issues has been seen and that 
the main trend of both stocks will be down- 
ward whether or not the plan for payment of 
back dividends is put through. 


Amer. Locomotive After the War 

N. O. A., Toledo, Ohio—American Locomo- 
tive is in a pretty strong position, and as this 
company should benefit by both domestic and 
foreign orders for locomotives, with a return 
to normal times we consider the stock a fairly 
attractive long-pull proposition. However, 
since your position on it is speculative, it 
would probably be better for you to take ad- 
vantage of any good rally to close out, for if 
the general market declines, American Loco- 
motive will likely go with the rest of the list. 


The Speculative Possibilities of Curtiss 

P. T. F., Milwaukee, Wis.—Curtiss Aero- 
plane shares in whatever prosperity comes to 
the Willys Co. and vice versa. Curtiss, of 
course, will get the cream of the aeroplane 
business placed by the Government. The 
company is well established and well managed. 
Although dividends are not an early possibility 
on the stock, despite current large earnings, 
we regard it as a fairly attractive speculation 
for a long pull. You might do well to wait 
before buying it, however, for you may be 
able to get it at a lower price. 


Gulf States After the War 

F, M. M., Pittsburgh, Pa.—Gulf States Steel 
is war prosperous. The company will have 
to pay a heavy excess profit tax if the war is 
prolonged, whereas if peace is declared its 
earnings will undoubtedly show a very heavy 
shrinkage. We consider the stock a very 
speculative one and do not think you ought 
to incur the risk of holding it. At least you 
should protect your commitment with a stop- 
loss order and be prepared to take advantage 
of a good rally to close out. 

















BONDS 4 INVESTMENTS — 


Secretary McAdoo’s Stirring Address to the Invest- 
ment Bankers in Convention at Baltimore, Md. 


Spirit of the Bankers of America—Necessary and Inevitable 
Readjustments of War—Down with the Rumor Monger 
—Business to Be Protected—Our Financial Re- 


quirements—In the 


Fight to the Finish 





ENTLEMEN, I do want to say to 

you that it is the very greatest 

—4 pleasure in the world to me to come 

yus-§ here and to meet you face to face, 

and to tell you how much I appre- 

ciate all that you have done for your Govern- 

ment in this great time, and I particularly want 

to express my appreciation of the patriotic 

service, the unselfish service which your 

former president, Mr. Lewis Franklin, has 

rendered to your Government during these 
past six or seven months. 

“When I think of the spirit that is animat- 
ing America today, as evidenced by men 
like Franklin and as evidenced by the men 
who are members of this association, a 
spirit of willingness to serve America re- 
gardless of self-interest, I know that it 
means ultimately the downfall of the Ger- 
man Kaiser. 


Not Valor Alone 


“It is not the valor alone of a people that 
wins wars. It is not the spirit alone of a 
people that can fight battles victoriously. 
It is also the unselfishness of a people, the 
willingness to sacrifice, the willingness to 
forget self, the willingness to put all into 
the balance in order that the country may 
be secure and that the world may be made 
safe again. That is the spirit that is ani- 
mating America today. From one end of 
this broad land to the other I have seen 
that spirit manifested on the part of people 
of all kinds and conditions in this great land 
of ours; more specifically in the men who 
have carried the larger burdens of life. 
I know it means that everything that 
America needs for this war is going to be 
supplied, and if it is supplied there is no 
doubt about the outcome, no matter how 
discouraging things may look at times, no 
matter if the investment markets happen to 
look blue now and then; no matter if 
Russia seems to be paralyzed by internal 
dissensions; no matter if the Italian army 


has been forced to make a partial retreat; 
no matter if a U-boat sinks a great liner 
and assassinates—that is what it is, it is not 
warfare—assassinates some noble American, 
it only means, my friends, that ultimately 
we are going to triumph, because we put 
America’s spirit, America’s might, and we 
are willing to put American sacrifices into the 
scale, and that means we are going to win the 
victory. , 


Spirit of American Bankers 


“T say these things because I want you 
to know how much the sacrifice of the 
men who represent the association means to 
this great country of ours. As I sat at this 
dinner listening to the spirit you put into 
those songs that make the heart glad, make 
us feel our love for home and America—as 
I heard you sing those songs with such 
spirit, you who have had to suffer as much 
as you have—because you have had to suffer 
more than the average business in America; 
you have been hit harder because you have 
been engaged in a kind of business that feels 
the war quickest; I felt a new pleasure of 
pride in America and American citizenship. 
I find, too, that among this organization are 
men who have been and are now chairmen of 
Liberty Loan committees through the country, 
who are doing unselfish service for the nation; 
a service that is fundamentally essential to 
the success of America in this war. You 
have gone about it with unselfish devotion; 
the same kind of self-denial which our men 
who go out to fight with guns have to mani- 
fest upon the field of battle. It is the same 
thing even though it is asserted in a dif- 
ferent way. The men who fight with guns 
have to make the maximum sacrifice, but 
their sacrifices will be in vain unless the 
men and women who stay at home are 
equally willing to sacrifice everything, if 
need be, that they have got in comfort, 
convenience, pleasure and property, to make 
those men strong enough upon the battle 
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fronts to win this great fight and secure 
America’s future, to make civilization a light 
with the light of Christ again in the world. 


Readjustments of War 


“The inevitable readjustments that come 
from war have got to be made with courage 
and determination, and in a great nation 
like ours many interests have to suffer 
through this readjustment. We have to face 
those things with determination and cour- 
age, but there is this light in it—there is no 
doubt about that—that as this nation read- 
justs itself more and more to the one great 
and prevailing and all-absorbing purpose of 
the nation, that is, the war purpose of the 
nation, all of the energies of the nation have 
got to be absorbed and will be absorbed. 
There is room in this country today for 
every man who is willing to work and who 
is willing to help, and the more intelligent 
the men the greater the demand for them; 
and I want to say that it is only a question 
of time when these readjustments will be 
effected and when we will start men upon 
the new and highly organized basis where 
every particle of intelligence and every par- 
ticle of energy and every particle of useful- 
ness that any man or woman has in their 
composition in this country will be utilized 
to the full measure. 

* - * 7 * ~ 


“Now, in order to carry this war to a suc- 
cessful conclusion there are many things, 
of course, that have to be done. One of the 
most important of those things is finance. 
We have got to provide the sinews of war 
in the shape of financial means if our gal- 
lant men upon the field of battle are to be 
supported, if they are to be made effective 
for this fight; and while I am not going to 
discuss these questions thoroughly tonight—- 
I wish I had time, as I should like, to talk 
to you about them—I do want to say this 
much; these problems which confront 
America, these financial problems, are not 
too great for America. When I say this I 
neither minimize the extent of these prob- 
lems, nor do I in a vain-glorious way exag- 
gerate the importance of the people of 
America. Let us preserve a true sense of 
proportion, my friends, about these things. 
Just let us review them for a moment. I have 
heard rumors of all kinds. I hear all kinds of 
perfectly wild and irrelevant and extraordi- 
nary and amusing rumors these days. When- 
ever you hear a rumor just make up your 
mind it is not so and you will be right 
always. (Laughter.) I would like to give 
you a sample of a few I have heard in the 
last few days—I will give you one. I re- 


ceived a letter in which I was told by a 
banker from the Northwest that he had been 
in a conference of bankers about some of 
the financial operations connected with the 
Treasury. One of the men present had 
stated emphatically that Mr. Tumulty, the 
President’s private secretary, had been ar- 
rested for treason; that he had been found 
with important state documents upon his 
person; that he had been sent to Leaven- 
worth prison, and that he had already been 
executed. (Laughter.) He said he didn’t 
believe the story, but- he would like 
to have some assurance as to whether it was 
true or not. Now, that is the sample of the 
kind of things that goes about the country 
to day, and so always when you hear a rumor 
just realize that it is not true, because they 
are not true; all of this stuff and nonsense 
you hear can be dismissed at once. We 
have got too serious and important things 
to think about to let our minds be absorbed 
for one second with irresponsible things of 
that kind. 


Weird Rumors 


“But I have also heard stories that the 
Government has to raise for the remainder 
of this fiscal year $25,000,000,000. I don’t 
know how such stories originate. I wish 
some times I could take the brain of a man 
who evolved these stories and get it on a 
glass plate—I don’t mean to be savage 
when I speak this way, but I would like 
to make a microscopic analysis of it. 
It would really be of great value if we 
could analyze the brain of that man, and if 
we had some means I would like to find 
some method to open their brains and see 
them. With people like that I think we 
should just pick them up and put them in 
jail or get them out of the way so they 
wouldn’t do any harm. 

“Now, I want to tell you this, if you will 
believe the Secretary of the Treasury in- 
stead of a gossip monger, what our prob- 
lem really is. There are two ways of making 
estimates for the Government; I mean of 
figuring on the financial situation of the 
Government. One is the appropriations made 
by Congress, which are nothing but au- 
thorizations for expenditure. The Congress 
authorizes a certain amount of expenditure 
in a fiscal year. Now, don’t take that at 
face value. That is merely an authorization. 
What we have got to figure on is providing 
the amount of money that will be required 
to meet the actual expenditures in the fiscal 
years. Now, the expenditures never, as a 
rule, reach the authorizations, and in the 
present instance the estimated expenditures 
of the Government for this fiscal year will 
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be far below: the authorizations made by 
Congress in the appropriations. Reduced 
to a few simple phases it means this: That 
considering all the authorizations made at 
the last session of Congress, and consider- 
ing all those that will be made at this ses- 
sion of Congress to meet what we call de- 
ficiencies or re-estimates, and after allowing 
for all the financing that has thus far been 
done, we have got to raise about $10,000,- 
000,000 before the 30th of next June. About 
$10,000,000,000; that is the maximum. And 
out of that there will be a sufficient balance 
carried over upon the basis of the present 
expense, to make the Treasury very com- 
fortable for the beginning of the next fiscal 
year, or the beginning of next July, 1918. 
Now, we have got Liberty Bonds, we have 
got Treasury certificates of indebtedness 
and we have got war savings certificates 
with which to finance that operation. I 
mean $10,000,000,000 will have to be raised 
through those channels. Of course, taxation 
is allowed for in reaching the balance that I 
have given. 

“That is not such a heavy task for 
America. I have just appointed a committee, 
or just selected nine of the most prominent 
business men of America, who have expressed 
themselves as willing to come to Washington 
and give their services free to the Government 
as advisors to the Commissioner of Internal 
Revenue to consider with him and the staff 
in that division the many complicated prob- 
lems which are going to arise out of the inter- 
pretation of the tax laws, and we are going to 
try our best to administer them and to apply 
them in the fairest and most equitable manner 
to the business of the country. 

Business to Be Protected 

“Nobody wants to hurt business. Of 
course, we don’t want to hurt business. 
What everybody realizes, though, is that it 
is absolutely essential that we must bear 
great burdens of taxes. There is no escape 
from that, and the quicker we resolve to do 
that thing the quicker we compose our 
minds about it, the quicker we realize that 
we must adjust ourselves to this inevitable 
environment of a great war and quit talking 
about the evils of it the better off we will be. 
Suppose there are evils? Suppose it does bear 
heavily? We have got to stand it; we do not 


help the situation by grumbling; we do not 
help it by moaning; that is not the American 
spirit. {Applause.). Let us, with the reso- 
lution Which you see in the pictures of 
Uncle Sam, with set teeth and with fire in 
the €ye and determination in the face—let 
us resolve that we ee going to meet those 
burdéns, that we afe not going to whine 
about them. (Applduse.) We are going to 
meet them in the same spirit that the man 
with the Springfield* rifle meets the enemy 
upon the field of battle. 

Who is there that wears the uniform 
of the country; who is-there that loves 
the flag that is willirig to make his patriot- 
ism known in per cent in this great time? 
Why, my friends, when you think about it, 
it does not amount to anything in compari- 
son. We have got to set our teeth and go 
forward, and the more resolute we are, and 
the more determined we are, the more intel- 
ligently we go forward, the quicker we are 
going to get these readjustments and the 
quicker we are going to come into the busi- 
ness sunlight again. I do not mean to say 
that the sunlight of business has disap- 
peared, but there are dark spots upon the 
landscape, inevitably so, just as much so as 
there is a blot upon the landscape of those 
gory battlefields of France, when a powerful 
explosive shell tears up the earth. Those 
shells do not only tear up the earth in 
France, they are tearing up the earth of 
America. today, figuratively speaking, be- 
cause we are involved in the struggle just 
as much as if those battles were actually 
fought upon the soil of America. Thank 
God they are not fought here yet, and with 
American spirit and resolution and with the 
determination to back our gallant men when 
they go upon the fields of battle, we will 
never let it come upon the soil of America. 
We will fight it to a finish in Europe, and 
when we have accomplished this great task, 
when we have made America safe again, 
when we have gone through the crucible and 
purified the national spirit, when we have 
elevated America in the scale of civilization 
and emerged as the most dominant and 
powerful moral force the world has ever 
created, then we will have proved ourselves 
worthy of the God-given liberty our an- 
cestors gave to us. 
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The Problem of the Woman 


Investor | 
How She Should Solve It— Pitfalls to 
Avoid—The Get-Rich-Quick Evil— 
The Margin Danger—How a 
Woman Should Invest 








(Daily there is a broader demand on the part of women for investment and financial 
information, but as yet the — sex has not made the progress in these fields that she 


has elsewhere. THE MAGAZI 


OF WALL STREET perceives a real need to be fulfilled 


along these lines, and has arranged a series of articles for the woman investor, written by 


women 


specialists in finance, and women whose names are known nationally. Miss Beatrice 


E. Carr, author of the article which follows, is connected with a prominent Wall Street 
banking firm, and her broad experience qualifies her to address the woman investor.—Editor.) 





FEW months ago some sixteen 
women, connected with promi- 
nent New York investment 
houses, met one evening at din- 
ner. They constituted a little 

group known among themselves as the 
“Women in Finance,” and took for their 
topic of after-dinner discussion “The Prob- 
lem of the Woman Investor.” 

Nearly all of these women had come in 
actual contact with the “woman investor.” 
They had, on occasion, marvelled at her 
astuteness, her grasp of financial affairs; 
more frequently they had been confronted 
with tragedy as they heard of dissipated 
funds; of “wild-cat” mining schemes; of de- 
funct corporations of which only the won- 
derfully engraved stock certificates re 
mained; of “inside tips,” credulously swal- 
lowed, which had left only an aftertaste of 
exceeding bitterness. 

The women investors—the “widows and 
orphans,” beloved of fiction and the drama; 
the brave, self-reliant, hard-working busi- 
ness women; the women left to handle the 
financial affairs of the family while hus- 
bands or sons are fighting, “to make the 
world safe for democracy”—how shall they 
be brought to a realization of their fiscal re- 
sponsibilities; be educated, advised, pro- 
tected—even from themselves? 

For the purposes of this article, the 
woman investor may be divided into three 
distinct classes. 

There is the independent woman of large 
means, whose financial affairs are usually 
entrusted to some responsible agent or 
agents, a trust company, a lawyer, or a 
banker. Financial geniuses of the type of 
Mrs. Hetty Green are rare and need not 
here be taken into consideration, 


oo 
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There is the steadily increasing army of 
business and professional women; clear- 
sighted, practical, but frequently without a 
comprehensive grasp of economic factors. 
There is, lastly, the group of women who, 
more than any other, form the tragic ele- 
ment in our survey—the women left alone 
to grapple with problems quite outside 
the scope of their knowledge, who fall a 
prey to the many unctuous “get-rich-quick 
Wallingfords” of finance, sacrifice to a 
golden dream of future affluence the 
competence so laboriously acquired by some 
man for the woman he cared for, and awake 
to penury. 


The Three Classes 


Let us subject these three classes to a 
brief analysis. First, as to the woman of 
large resources. It may be argued that in- 
asmuch as her affairs are handled ade- 
quately by men or institutions properly 
equipped for exactly that kind of fiduciary 
oversight, knowledge of such matters on 
her part is unnecessary. The argument will 
not hold good. A man may be a good 
lawyer and yet possess only the most rudi- 
mentary understanding of investments; the 
trust company, while usually of unquestioned 
probity, may, by reason of the multiplicity 
of its duties, be negligent in the perform- 
ance of its trust; even the banker is not in- 
fallible. A sound, workable knowledge of 
the fundamental principles underlying suc- 
cessful investment will save such a woman 
much anxiety, and will stimulate, if not in- 
sure, care on the part of those entrusted with 
the management of her affairs! 

The business or professional woman 
merits to an even greater degree serious 
consideration. Frequently, as already 
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stated, she is possessed of a grasp of gen- 
eral business principles which stands her in 
good stead, but often she has specialized 
along the line of her chosen life-work with 
but little time or inclination for extraneous 
subjects. Step by step, dollar by dollar, 
the modest reserve fund has been built up. 
It is the fruit of much earnest effort, of 
much real, often bitter, self-denial. The 
money has perhaps been lying in the sav- 
ings bank, drawing a scant 3% or 4 per 
cent. One morning her mail brings to her 
a flamboyant circular, setting forth in glow- 
ing terms the wonders of the “New Era 
Gold Mining Corporation.” There is an 
imposing list of directors; realistic photo- 
graphs of sluices and dredges in operation 
are attached; there are marvellous statis- 
tics of operation; optimistic forecasts of 
future developments, output and dividends, 
and the company is even now disbursing 8, 
10, perhaps 20 per cent per annum ;—now, 
after barely three years of operation! 


An Ancient Tale 


The 4 per cent in the savings bank looks 
pitifully inadequate, the prospective 20 per 
cent wonderfully alluring. Our professional 
woman perhaps does not know anyone with 
whom she can consult on such a matter; 
she reads, and reads again, and is con- 
quered. In due course she receives a beau- 
tifully engraved stock certificate with an 
imposing gold seal in the corner. Later, a 
real dividend check, perhaps even two, or 
three, fills her heart with delight and 
causes her to congratulate herself on her 
business acumen. Then, an apologetic cir- 
cular, perhaps even an appeal for more 
funds. “Unexpected difficulties have been 
encountered,” but success, like the pot of 
gold at the foot of the rainbow, lies just 
ahead. Like the mythical pot of gold, it is 
never attained, and the next thing the un- 
happy investor hears about the “New Era 
Gold Mining Corporation” is that the ecom- 
pany has been “proclaimed” by the state for 
non-payment of taxes. 

It is not desired to give the impression 
that every circular of every gold mining 
corporation is necessarily fraudulent, but it 
is earnestly urged that the rank and file of 
women investors will do well to let the glit- 
tering propositions of this character which 
come to them, severely alone, or at least sub- 
mit them, before parting with money, to the 
scrutiny of some reliable investynent house and 
request a thorough and impartial examination. 

The third class of woman investor usually 
presents the most difficult problem of all. 
She has probably keen left a widow, per- 
haps with no will and no executors, and 


her affairs are entirely in her own hands. 
She knows little or nothing of investments 
—she and her husband have seldom, if ever, 
discussed “business,” and she rather prides 
herself on having “absolutely no head for 
figures.” Her list of securities is, on the 
whole, a good one. There may be a few 
shares of “obsolete American securities,” 
such as nearly every man, no matter how 
successful, acquires like barnacles in the 
course of a lifetime, but in the main the 
list comprises sound, dividend-paying rail- 
road stocks, perhaps a little “Steel”; a few 
good municipals, and some high-grade cor- 
poration bonds. 


“Sell Something” 


The woman investor of whom we are 
thinking is not only ignorant of security values, 
but probably finds it difficult to maintain 
her expenditures on a sound economic ba- 
sis. She has always been used to a 
“charge account,” and has seldom even 
seen the bills, much less paid them. She 
begins to find the intervals between January 
and July interest periods distressingly long. 
Then one day the real or fancied necessity 
for the expenditure of a considerable sum 
confronts her—the acquisition of a summer 
bungalow or a new car scems the impera- 
tive need of the hour. She takes her list 
of securities to a broker, tells him she 
“must” have some money “at once,” and in- 
structs him to “sell something.” If the 
broker is conscientious and fully under- 
stands his business, he tries to learn her 
reason for selling and either dissuades her 
or, after a careful examination of her hold- 
ings, endeavors to make an adjustment that, 
while giving her the necessary cash, 
will prevent any reduction of income. If 
he is a rather casual, or very busy broker, 
seeing no difference between one selling or- 
der and another, he disposes of the most 
readily marketable security, and the widow, 
following the advice of the “Rubaiyat” to 
“take the cash and let the credit go,” re- 
alizes too late the breach in her defences 
made by this impairment of principal. It 
may be, also, that through the agency of 
some unscrupulous salesman she is induced 
to make what seems to be a most profitable 
“exchange,” with the result that in place of 
her seasoned securities she finds herself the 
possessor of a block of bonds or stock of 
unproven value. Sometimes the change has 
no injurious effects; the new securities may 
have real merit, and give a good account of 
themselves, but to the uninformed investor 
the matter is largely a gamble, and depend- 
ent upon the integrity of the house back of 
the offering. 
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Let anyone who thinks my illustrations 
are overdrawn talk to the sales manager of 
any reputable investment house and see 
whether, from his own experience, he will 
not be able to corroborate them. 

The Problem’s Solution 

So much for the problem. What is its 
solution; and how. can it be attained? 

First, the woman investor should realize 
the desirability of knowing something about 
her own investments and investments in 
general. She should understand that, as a 
general rule, a very high yield means a cor- 
responding reduction in safety. She should 
learn to know when she would be well ad- 
vised in purchasing inactive, unlisted se- 
curities affording a comparatively large re- 
turn and when, if her affairs call for ability 
to borrow or realize quickly, she should 
place her funds in listed issues possessing 
a ready market. She should understand 
clearly what her position is as a bondholder 
and as a stockholder (many women don’t); 
should be able to distinguish between differ- 
ent classes of bonds and stocks; should 
have some idea of what is meant by such 
terms as “equity” and “margin of safety.” 

She should not throw annual reports and 
statemients of earnings concerning the prop- 
erties in which she is interested in the near- 
est waste paper basket, but should endeavor 
to analyze them, in order that she may 
judge of the soundness of her investments 
therein. With so much literature on the 
subject of investment pouring out almost 
daily from investment houses, banks and 
the public press, the ignorance on such mat- 
ters which formerly prevailed, is now inex- 
cusable, 

Such general knowledge, however, must 
not be made to supplant the expert advice 
of the investment banker, any more than an 
understanding of the general laws of hy- 
giene can be substituted for the diagnosis 
of the physician. What is more, just as the 
physician, if called in time, can frequently 
avert physical disaster, so the expert in the 
investment field, if consulted at frequent 
intervals, will often be able to prevent a 
financial breakdown. One of the common- 
est causes of diminishing income from se- 
curities held by women is the neglect of this 
precaution. Conditions change; the bonds 
or shares which were “gilt-edge” only a few 
years ago, may be highly speculative or ab- 
solutely unproductive today. Opportunities 
for judicious “profit-taking” may have been 
overlooked—and lost. Inherent weaknesses 
may not be discovered until it is too late 
and the investor finds that not only has her 
income from some particular security ceased, 


but that she is faced with an assessment in 
When women come to a realization of the 
fact that a periodical financial overhauling 
is as much of a necessity as, for instance, 
the regular visits to the dentist, they will 
have taken long strides in the matter of 
their investment education. 


How a Woman Should Invest 


In what securities should a woman invest? 

Time was, when such a query would in- 
evitably have brought forth the reply: “Oh, 
in ‘legals’ for savings banks, of course.” 
The “h. c. of 1” has modified that recom- 
mendation somewhat. The woman investor 
is no longer content—cannot afford to be 
content with a list of investments made up 
entirely of securities of this class. She is 
finding it necessary to average up her yield 
with some good listed industrial, perhaps, or 
a sound and seasoned Public Utility bond, 
and lately her attention has been directed to 
the possibilities of the various foreign loans 
now on our market. 

Her choice of investments should, of 
course, be guided by circumstances. If her 
income is sufficiently large to be subject to 
the Super-tax, she may find it to her ad- 
vantage to invest heavily in Government 
Bonds and high-grade municipal issues. But 
be her income large or small, her invest- 
ments few or many, some portion thereof 
must now be “earmarked” not only as a 
patriotic duty, but from sound business prin- 
ciples, for the purchase of the safest se- 
curity in the world—non-taxable, readily 
marketable and literally “as good as gold”— 
@ United States Liberty Bond. 


Speculation 

So far, we have touched only on the mat- 
ter of investments. There remains the great 
question- of speculation. Should a woman 
buy and sell stocks as a speculation, either 
outright or on margin? Frankly, as a gen- 
eral rule, my advice would be that of Mr. 
Punch to those about to marry—“Don’t.” 
To be successful in the stock market re- 
quires more concentration, coolness and 
courage than most women are prepared to 
give. The temptation is frequently acute. 
They have men friends who boast of having 
“cleaned up a nice ‘little bit in Steel,” or 
“Corn Products”; they have seen next door 
neighbors flaunting forth in a shining new 
Packard as the result of a deal in “Sub- 
marine Boat”; they know of other women 
who have made a “killing” in some particu- 
lar security, and the question inevitably 
arises: “Why shouldn’t I do it, too?” 

The would-be speculator does not take 
into consideration the fact that the man who 
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has made money in the stock market is in a 
far better position to ‘watch his market 
closely and with understanding than she is 
at all likely to be, and that the woman 
speculator of her acquaintance unless she is 
herself an expert (there are a few of them) 
is probably following the lead of some man 
friend. Jf our woman investor herself pos- 
sesses this understanding of market condi- 
tions, or if some one in whose integrity and 
sound judgment she has implicit confidence 
will watch over her operations as though 
they were his own, then perhaps some specu- 
lative activity on her part may be justifiable. 
She would then better decide just how much 
she can afford to lose without impairing the 
adequacy of her capital. If she loses let her 
accept her fate in sporting fashion; if she 
wins, let her place her gains in safe, un- 
speculative investment securities. It is said 
that women are not good losers, and that 
therefore their accounts are frequently not 
desired. If this accusation be true, here 
also there is room for education as to the 
ethics of speculation. 


Avoid Margins 


As a rule it is inadvisable for women to 
purchase on margin. The anxiety and ner- 


vous wear and tear which are the inevitable 
concomitant of such a proceeding more than 
counterbalance any possible profit. The 
average woman who buys on margin looks 
for her stock to advance immediately, and 
proceeds to spend in anticipation the check 
for her profits which she is to receive next 
day! Instead, the stock probably goes 
down, and she is confronted with a call for 
additional margin. Just as probably it will 
go up again, if she will only hang on, but 
she becomes panicstricken; she either can- 
not or will not advance the necessary 
money, and her stock is sold at a loss, where- 
upon she inveighs against the unfairness of 
Wall Street in general and her own broker 
in particular. 

Many, many centuries ago, a wise old 
philosopher gave utterance to the following 
precept: 

“Wisdom is the prbisiont thing, therefore 
get wisdom and with all thy getting, get 
understanding.” 

Wisdom—and understanding! Surely, in 
the acquisition of these two virtues, both 
for herself and on the part of those who 
minister to her financial well-being, lies the 
solution of the problem of the woman in- 
vestor. 








HOW TO CONVERT 314%4% INTO 4% LIBERTY BONDS 


For effecting conversions of coupon bonds and interim certificates and for conversion of 


registered bonds two methods are provided. 


In order to show how the matter of interest is 


adjusted, it may be of importance to describe how the conversion of coupon bonds and interim 


certificates can be made. 


To effect conversions as of November 15, 


with automatic and exact adjustments of inter- 


est, and without any payments to the United States, coupon bonds or interim certificates of 
the first Liberty Loan must be presented and surrendered for conversion on or after Novem- 
ber 8, but not after November 15. 

All coupon bonds so surrendered must have attached thereto all coupons, including that 
maturing December 15. The 4% convertible gold bonds of 1932-47 delivered upon conversions, 
both of coupon bonds and of interim certificates so surrendered, will have attached thereto 
(adjustment) coupons maturing December 15, covering (1) interest at the rate of 344% per 
annum from June 15 to November 15 and (2) interest at the rate of 4% per annum from 
November 15 to December 15. 

To effect conversions as of December 15, coupon bonds or interim certificates of the 
3%s must be presented and surrendered for conversion after November 15, but not after 
December 15. 

Except in cases where exact adjusements of interest are requested, all coupon bonds and 
interim certificates so surrendered after November 15, but prior to December 15, will be 
deemed to have been so surrendered for conversion as of December 15, and no payments 
to the United States to adjust interest will be required. 

All coupon bonds so surrendered after November 15, but prior to December 15, must 
have attached thereto all coupons, including that maturing December 15, and the 4% con- 
vertible gold bonds of 1932-47 delivered upon conversions, both of coupon bonds and of 
interim certificates so surrendered will have attached thereto coupons maturing December 
15, for interest at the rate of 344% per annum from June 15 to December 15. 
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What Every Investor Ought to Know 


John K. King Learned That a Price Decline Does Not 
Always Mean a Value Decline—Values Versus 
Price Fluctuations 





By JAMES KENNEDY 





HAT do quotations mean to the in- 
vestor? 

John K. King had invested half a 
million dollars. One of the prin- 
ciples which he had absorbed as 

essential to his investing welfare was the con- 
stant observation of his purchases. Part of 
this observation creed was the scanning of the 
newspapers for quotations on his investments. 

Excess in any human act is detrimental and 
is apt to warp a true perspective. Did you 
ever notice a man or woman with high strung 
nerves reading the advertisement of a patent 
medicine? After the advertisement has been 
mentally absorbed, the reader, with high strung 
nerves, immediately discovers within himself 
all the symptoms enumerated in the advertise- 
ment. He or she has a lame back, pains in 
the head, liver trouble, etc., etc., which symp- 
toms had never been in evidence before read- 
ing the advertisement for the green pills of 
Dr. Whatnot. 

John K. King watched with growing alarm 
the slow but gradual decline of quotations for 
the Canadian Pacific 6 per cent. notes which 
he had purchased; he viewed with inward ap- 
prehension the decline in his Wilson & Co. 
lst 6 per cent. bonds; he could not under- 
stand why U. S. Steel 2nd s. f. 5 per cents. 
were selling under 100. But these items were 
minor mental troubles compared with those 
brought on by the decline of his Southern 
Pacific from 90 to 80 or his Northern Pacific 
from 97 to 85. John K. was a man of action, 
and he determined to find out “why?” so he 
wrote his investment adviser. The letter to 
his favorite Analytical Bureau was as follows: 


The Letter of Doubt 


GenTLEMEN: Hardly a month ago I wrote 
to you submitting a list for the investing of a 
half million dollars. Out of this list you 
recommended a number of issues and, in addi- 
tion, suggested other items of corporate in- 
vestment. I believed in your judgment and 
made the purchases. You advised me to keep 
in constant touch with these investments and 
to come to you when I believed that there was 
anything the matter with any of them. So 
far as I can observe, everything is the matter 
with all of them. Each day the newspapers 
Print quotations a little lower. Have I in- 
vested my half million in New Havens, Rock 


Island Companies and Missouri Pacifics? If 
this situation keeps up, I shall lose faith, not 
only in you but in all investments. It will be 
much better for me to follow the plan of my 
old associate, James Carson. 

Carson bought whatever his friends told 
him to buy—when he had surplus to invest— 
and paid little attention to the investments 
from the viewpoint of learning about them. 
He took a chance. One day Carson wanted to 
buy a house, so he dug into his safe deposit 
box for the wherewithal. On opening the 
box he noted that it was quite full. He did 
not fancy the idea of paying rent for a larger 
box, so he took out of the box the bonds 
which took up the most room. | They hap- 
pened to be the old Rock Island 4 per cents. 
of 2002. He sold the bonds, got the money, 
and built his home. The home had not been 
completed before those bulky bonds were 
quoted 40 points lower and later became waste 
paper. Jim always claimed that his home cost 
him nothing. 

I don’t know what Carson’s capital looks 
like now, but I will venture that it is not much 
worse off than mine. I am commencing to 
lose sleep over this situation, and it is up to 
you, gentlemen, who make a business of this 
investment situation, to tell me whether or 
not I should worry. You told me one time 
that if the New Haven “sleepers” had watched 
the papers, they would have wakened before 
the horn of Mellen blew the final warning 
note. I am trying to keep awake, but I do not 
wish to contract insomnia. 

Yours in alarm, 
Joun K. Kine. 

The newspaper daily quotations were hav- 
ing the same effect on John K. as the patent 
medicine advertisement on the nervous pa- 
tient. John K. King was perfectly right about 
price quotations being future horoscopes for 
investments but the analogy of a bond price 
change and a stock price change is not a true 
analogy. A few days after sending the letter 
of doubt, John K. received this answer in his 
mail: 


The Value of Quotations 


Dear Mr. Kine: 

You are unduly alarmed about your invest- 
ments, but you have assuredly taken the right 
method of procedure; for it is your duty to 
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yourself to either allay your fears or learn 
the worst. Your opinion that quotations are 
an indication of value is not always right, but 
whenever there is a violent change in quota- 
tions on your investments the reason should 
be searched for. 

Just at the present time, quotations as a 
whole do not represent value. A condition 
exists which eliminates the value of quota- 
tions as an indication of the worth of an in- 
vestment. The principal consideration in the 
minds of our financiers, merchants and states- 
men is to win the war. There is no reason 
to bother about the prices of securities just 
now and they will have to take care of them- 
selves. World factors are influencing prices, 
which have little, if anything, to do with in- 
dividual values, and you must appreciate this 
fact in connection with yourself. 

We cannot tell you when the decline for this 
reason will be at an end, and, on the other 


case of the Wilson & Co. Ist 6 per cent 
bonds. They have declined about two points 
from the purchase price. Now, if Wilson & 
Co. 6 per cents. had been the only first mort- 
gage industrial bonds to decline, there would 
be reason for your apprehension. But, if you 
will examine the whole list of this same class 
of bonds, you will discover that Wilson & Co. 
6’s did not decline to the extent of the aver- 
age of all taken together. You are therefore 
fortunate and it would appear that holders of 
these bonds were not of the weak financial 
ae who were compelled to sell at a sacri- 
ce. 

Your Canadian 6 per cent. notes have fallen 
three points. You have read in the daily 
prints of the exceptional decline of the stock 
due to conditions in Canada. You have been 


told that the market for these bonds or notes 
is “over the counter” and not on an exchange, 
and you of course realize that thousands of 





Where Security Prices Are Made and 


Unmade—Fleor of N. Y. Stock Exchange 





hand, if we had suggested that you wait be- 
fore investing your half million, world factors 
might have been very different and you would 
have paid much higher prices for your invest- 
ments. Please remember, Mr. King, that you 
are an investor, not a speculator. You do not 
have to sell, and if you did sell, how do you 
know but that you would reinvest in some- 
thing which is not as good as you now have? 

Your trouble lies in the fact that you do 
not understand the relative value of quota- 
tions. Permit us to make some suggestions 
to you regarding this feature so that you may 
not be subject to needless future worry. 


Bond Quotations 
In making your investments you first satis- 
fied yourself as to the reputation and solvency 


of the company, irrespective of the name or 
definition of the bond purchased. Take the 


Canadian holders were forced to sacrifice this 
investment to meet war demands. These fac- 
tors are sufficient to cause the depreciation 
which in no way affects the underlying value, 
of the bonds or notes. 

There are a number of factors which enter 
into the decline of bonds. 

1. Trapinc ConsmperATions.—For some rea- 
son financial interests may decide to try to 
bring about a lower price in the stocks of a 
corporation. One of the first methods used 
is to create an atmosphere of fear by depress- 
ing the price of the bonds. As soon as this is 
begun, nervous investors, without investigat- 
ing, approach a panic condition and accelerate 
the downward movement by throwing over 
their holdings at any old price. Another sim- 
ilar situation may be created by the necessity 
of selling these bonds to liquidate some unpaid 
loan or of satisfying legal requirements by 
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liquidation of the holdings of the estate of 
some prominent man. These reasons should 
be discovered, if possible, before you decide 
to sell. Having learned the true cause, you 
will appreciate the temporary factors and save 
yourself considerable loss. 

2. General Conpitions.—A world war, a 
large number of Liberty Loans, a period of 
general business depression, a money panic 
such as occured in 1907—these are a few of 
the factors which you must appreciate as hav- 
ing nothing to do with the real value of your 
bond investment. Many bond investors are 
not unlike speculators who worry along dur- 
ing a general depression and then sell their 
holdings at the very bottom, just before these 
conditions change for the better. 

3. WEAKNESS IN THE ComPANy ITSELF.— 
Here, Mr. King, is the time when you must take 
action. As an investor it is the only time when 
you should take action, unless you attempt to 
become semi-investor, taking advantage of the 
first two factors mentioned above. When your 
bond fluctuates widely and abandons the 
average movements of others of its class, the 
company is in trouble. Investigate rapidly 
and accurately, and when you are satisfied 
that things are wrong, sell at once at the best 
obtainable price. 


Stock Quotations 


In going over your preferred stock list, 
we find that you purchased the securities of 


five corporations. We find that your South- 
ern Railway preferred has declined 5 points; 
Cities Service preferred, 5 points; Kansas 
City Southern preferred, 7 points; American 
Sugar preferred, 8 points, and Bethlehem Steel 
new 8 per cent. preferred has advanced 4 
points. Taking into consideration the fact 
that the general decline in all preferred stocks 
has been a little over 6 points since you made 
your purchases, we certainly cannot find any- 
thing alarming in the situation from your 
viewpoint. 

Had American Sugar preferred declined 15 
points instead of 8 points, during this period, 
we might have found a factor either in the 
company or the industry to suggest serious 
enough trouble and cause an immediate 
“switch” into another stock. 

None of your preferred stocks therefore 
have reached a condition to bring about a 
state of chronic insomnia or worry. 


The Common Issues 


You are satisfied with the status of the 
Consolidated Gas Company of Baltimore. The 
stock is listed, but it is not actively traded in 
so that its drop of 7 points to 100 from your 
purchase price only corresponds with the gen- 
eral situation. 


Southern Pacific and Northern Pacific, 
which have depreciated in price respectively 
9 and 12 points, are not dissimilar in any way 
from other railroad stocks throughout the 
United States. You have been acquainted 
with the troubles of the railroads and you 
appreciate the fact that the rails are the ar- 
teries of our country, and without them” the 
life blood of the nation could not flow. The 
«destruction of these arteries would mean the 
annihilation of the whole economic structure 
of the country and these roads are two of the 
main arteries, i 

Of the decline of 6 points in National 
Enameling & Stamping there is no need of 
comment. The investment is fortunate. 

There is cause for apprehension regarding 
the National Biscuit common, which you pur- 
chased at 102 and which is now 80-86. The 
decline is greater than in your other ven- 
tures and we must investigate the reasons. 

In our former analysis we suggested to you 
that this was essentially a peace stock and late 
indications are that the war will continue 
longer than any of us supposed. Naturally, 
the time for appreciation in the affairs of this 
company is just that-much longer postponed. 

We suggest that you purchase more shares 
of National Biscuit at around 85 and average 
the total cost. 

Very truly yours, 
ANALYTICAL Service Bureau. 


Conclusions 


John K. King learned that the decline in 
quotations of his investments was not always 
caused by difficulties in the affairs of the cor- 
porations in which he was interested. He 
learned that a decline in prices did not neces- 
sarily mean a decline in value and therefore 
it was not necessary for him to either worry 
or become panic stricken. He realized that, 
being a comparatively rich man, it was his duty 
to investigate, and having satisfied himself 
that his corporations were wholesome, he must 
take the depreciation in prices as a loyal citizen. 

He learned that it was wise to investigate 
any change in quotations which looked serious, 
but that unless an investment ran away from 
the general average movement of other invest- 
ments of the same class, the price factor 
was not to be seriously considered. 

He learned that there are three basic fac- 
tors for the decline in bond prices and that 
the only one which should cause him any ap- 
prehension was the factor which took into 
consideration adverse situations affecting the 
corporation itself. 

He learned that the habit of worry and loss 
of sleep over investments is sure to blur his 
judgment and cause him to take action detri- 
mental to his own welfare. 
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A Classification of Listed Bonds 
Arranged by F. M. Van Wicklen 


HE following tabie includes most of the active bonds listed on the New York Stock 
ie # Exchange. An endeavor has been made to arrange these bonds in the order of their 
desirability as investments, based upon a combination of two factors, namely, secur- 

ity of principal and income return. 

In many cases it is difficult to determine whether a certain bond should be rated 
above or below another, and in this respect the investor who has uppermost in mind security 
of principal will no doubt differ as to classification with one who is concerned primarily with 
the amount of income received from the investment, and vice versa. The arrangement below, 
however, attempts to balance these two factors. 


FOREIGN GOVERNMENT BANDS 








Approximate Yield about, 
price per cent. 
en ee Se Oe, I, BIS oS isn ccc cncetssescccevece 96% 8.70 
ee ee is Oe i I I SO vce ccc cacddvcececees 99% 8.40 
i i i MD ns bans 60s 5.666 8b0.0cevekseveseses 944 10.15 
U. K. Gt. Brit. & I. 5s, 6 GENE Se S A EE er ee 97% 8.75 
a eS Oe UR PUN BON. cas occavcccceesccesececees 94% 8.60 
Se ML, ote asacccventesvetcoeses 91% 7.90 
Be Ws BNE, Ry Bg BBB ian occ cr ciccccccvece sedeweseccccacs 93% 9.50 
Anglo-French Se, Oct. 15, 1920...........cccccccecrsvccccccees 90 8.90 
ED I MR, Is 0. vec dec ccccepesecoeccnccccesese 94% 6.90 
gee SO errr rrr errr errr 904% 6.50 
Be CIN A TEE, BOGE en ccc cece cccccccesesccsocccesceces 90% 6.05 
NE RI OR EN MMED. . Scacoccpedescccess #¥occcvccscesce 83 16.50 
I i ig a as aes ecwueeeencssences 82% 11.50 
R. R. BONDS LEGAL FOR NEW YORK STATE SAVINGS BANKS 

First Grade: 
i i Rs acs cube wedetpeccsogessceeste 16 5.00 
MEd ck scuaSepeedwecccce Cobsoqvenceoves 81% 4.95 
ee I EI GR on occ clcce cence ceecencetoccese 81% 4.95 
i ee awe ccs ecg ab Ge eobbececesosecs 81 5.15 
I ee ee acs Heese bseeeveses 81% 5.15 
EE ee ee RR Bo, cinn'g Vin cob wecee Cocccevesevoens 81% 4.95 
ee es ok ewesSeececosecece 72 4.90 
Cee ee nea been sedbeasvebesdcc 73% 4.80 
oe. oun cbebeed ecvwss be 4.75 

RS os cc ccvecccccises $6 eqtscoceces se 98 4.60 
i oe Cre, ou yneeeceeesene 87 4.60 
he a i MO MD, ss Lai ccccececcs soctececescoses 16% 5.25 
Union Pac. Rete dp cushn ded acc ebyeecotevsesovws 78 5.15 
Rees Oe Us NEN OR, DOU sic ec ccccccss secsccccececses 87 4.95 
P MR so wc ccna vecotecececsscecees 90% 5.05 
Cent. New ng So. NL hina Beanie ais cuiadle’s gat ts cane a's 101% 4.95 
C. Burl. & Q. hose ocean aech ss vardbicesaceé 83 5.00 
ee I CD wn UE Ua ceSlaldccpecet cecsccesvacoeve 59% . 5.10 
Alb. & Eira Bie te he cua din a hobh Ve aeddevecins 74% 5.20 
ea cn sD oe oe aeaucene 78% 5.30 
etn Wea domes een 89 4.90 
M. Se. P. & S. S. Marie Cons. 4c, 1938.......... ccecececeucces 85% 5.15 
a Rs BN cn tic ccctcweenb co ocecececccees 86 5.70 

Second Grade: 
suena ct pcdiaceveccduc 17% 6.90 
Cs iis Oe Oe, mee Came, G60, 2968... ok ccc cccccc cccccccsccvccce 73% 7.50 
C. M. & St. Paul Ref. 4%s, 2014....... gGud edi wecdee debaedi ye 67 6.80 
C. M. & St. Paul Ref. Conv. 5s, 2014..... ti wWekMhabsdh beuceebeee 82% 6.10 
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Approximate 
price 


Balt. & Ohio Ref. 5s, 1995 82% 
N. Y. Cent. Ref. 4%s, 2013 88% 


R. R. BONDS NOT LEGAL FOR NEW YORK STATE 


First Grade: 
Chic. Burl. & Q. Joint 4s, 1921 
Union Pac. Conv. 4s, 1927 


Col. & So. 1/4s, 1929 
Seaboard A. ee 


postr 


So. Pac. Conv. 4s, 1929 
. Pac. Conv. 5s, 1934 


fa Louis Gen. 4s, 1993 
Ihio Conv. 5s, 1946 
+ “* 1935.. 


Western Electric 1/5s, 1922 
Beth. Steel Ref. 5s, 1942 
Central Leather 1/5s, 1925 
Nat. Tube 1/5s, 1952 
Indiana Steel 1/5s, 1952 


Wilson & Co., 1/6s, 194 

Va.-Car. Chem. 1/5s, 1923 
Inter. Mer. Mar. 1/6s, 1941 

U. S. Rubber Ref. 5s, 1947 
Am. Agri. Chem. Conv. 5s, 1924 
Chili Copper Conv. 7s, 1923 




















Bond Inquiries 





An Attractive Industrial Bond 


G. R. H., Chicago, Il_—Texas Company 
Debenture Gold 6s are bonds issued by the 
Texas Company. The authorized amount is 
$20,000,000, of which $14,700,000 is outstand- 
ing. The bonds are dated Jan. 1, 1911 and 
are due Jan. 1, 1931. The interest is paid at 
New York. The denomination is $1,000 
coupon bonds. They are registerable as to 
principal and are redeemable at 105 and inter- 
est Jan. 4, 1915, or on any interest date 
thereafter, but not less than $100,000 in any 
single installment (except for sinking fund) 
on twenty days’ notice. These bonds are en- 
titled to a very high rating since the earnings 
of the Texas Company have shown a very re 
markable and steady growth and now cover the 
interest charges on the bonds by an exceed- 
ingly large margin. 

Comparative Bond Values 


F. F. W., Terre Haute, Indiana—We do not 
consider bonds of small public utility corpora- 
tions, such as Southern Illinois Light and Pow- 
er Company and North Shore Gas Company, 
attractive in comparison with bonds of the 
Standard Railroads and of ™” well — 
Public Utility Corporations, for example: 
Chesapeake m4 Rr mgecoene: 5s; Southern 
Pacific, convertible 5s; Consolidated Gas of 
New York, convertible 6s; Northern States 
Power 6s due 1926, or Virginia Carolina 
Chemical debentures 6s. 


A Business Man’s Bond 


N. S. L., Somerville, Mass—Southern Rail- 
way Development and General 4s of 1956, at 
current prices, may be regarded as a very at- 
tractive business man’s investment. The 
bonds certainly appear to be selling low 
enough to have fully discounted unfavorable 
factors. They are a direct obligation of the 
Southern Railway Co. secured by a direct lien 
on 3,381 miles of road and appurtenances, by 
collateral lien on 1,174 miles, by pledge of lease- 
hold interests on 1,813 — on security, 8 
m etc., and on any other property 0 
pees hereafter acquired with the proceeds 
of. the bonds. They are authorized to the 
amount of $200,000,000, outstanding $6,333,000, 
in company’s treasury $199,000, pledged to se- 
cure 5% notes, due 1919, $43,500,000, and re- 
served for additions ——e to _— 

uipment obligation and certain prior liens 
ro which consolidated 5s spasenn00. reserved, 
to ire securities, etc., 

This. large issue of bonds is secured on 
practically the entire Southern Railway sys- 
tem, and although subject to many underlying 
liens on the bulk of the mileage, appears to 
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be fairly well protected. While not to be re- 
garded as on a high investment plane, the con- 
tinued development of traffic on the system 
should contribute as an improving strength to 
the bonds. ‘A good margin of safety has re- 
cently been shown, and the indications are 
that it will be maintained fairly high during 
coming years. 


Switch in C. & O. Convertibles 


N. T. N., York, Pa—You have mentioned 
in your list Chesapeake & Ohio Railroad Co. 
collateral 434% and 5% bonds, but as Chesa- 
peake has no collateral bonds outstanding we 
assume that you refer to the convertibles. 
While the Chesapeake convertible bonds may 
not be given a high-grade rating, they are 
among the best of the second-grade issues. 
The security behind them is good, and earn- 
ings results for the last ten years show in- 
terest charges earned a little more than twice 
over. The current relative selling prices of 
these bonds offer a splendid opportunity for 
switching from the 44s to the 5s, especially 
as the latter carry an attractive conversion 
privilege. The 434s are now selling around 
70, only four points below the 5s, which are 
selling around 74. At the high levels of this 
year—94% for the 5s and 86% for the 4%4s— 
there was a difference of eight points be- 
tween them. Once the railroad situation 
shows signs of mending, this differential is 
likely to be accentuated again to the manifest 
advantage of the investor who makes the ex- 
change now. The 5% convertibles are ex- 
changeable into the common stock to April 1, 
1920, at 75, 1920 to 1923 at 80, 1923 to 1926 at 
90, 1926 to April 1, 1936, at par. 


A Good R. R. Bond 


I, H. J., Ardmore, Pa—Atlantic Coast Line 
Railroad Co. collateral 4s are secured by the 
deposit of 51% of the capital stock of the 
Louisville & Nashville Railroad. They may, 
therefore, be given a high rating as to se- 
curity, while safety of interest is attested by 
the results of the last ten years, which showed 
requirements on these bonds covered fully four 
times over. They are a good investment and 
should be held. 

Your Chicago Railways Co. First Mortgage 
5% bonds are high grade, but may not be 
given the- first rating. They are very well 
secured and may be given a high rating in 
this regard, but interest charges on them are 
not so well covered by earnings as is the case 
with other high-grade issues. Results for the 
last five years show interest charges earned a 
little less. 
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Public Utility Notes 





American Cities—Reports earnings nine 
months ended Sept. 30, 1917, as follows: 
Gross, $5,752,365; net after taxes, $2,094,- 
591; gross increase after miscellaneous de- 
ductions, $2,062,778; balance after bond and 
note interests $656,079; surplus after re- 
newals and replacements reserve, $492,375. 


American L. & T.—Reports cations, 12 
months ended Sept. 30, 1917, as follows: 
Gross, $5,397,951; net, $5,028,779; surplus 
after dividends on preferred and common 
stocks, $2,235,245. Earnings $4,174,607, 
after preferred dividends, are $20.78 per 
share on the common, against $25.83 per 
share on 182,208 shares outstanding Sept. 
30, 1916. In connection with the report 
Pres. Lathrop remarked to stockholders: 
“Your company is still passing through a 
period of high operating costs, prevalent in 
all lines. It is felt that material costs have 
reached their maximum. Recent purchases 
show recessions from high point. 


American P. & L.—Earnings, subsidiaries, 
compare as follows: mae. gross, 377, 
Sept. 1916, $874,726; net after taxes, $435,516, 

inst 23,179; 12 months gross, $11,065,- 
3 inst $10,056,786; and net after taxes, 
$4,766045, against $4,645 234. 


Boston Elevated—Status of bonds as legal 
investment for savings will be automatically 
destroyed by the passing of the dividend. 
Savings banks have hitherto been the prin- 
cipal market. Pres. Bush says: “Deficit, 

120 for the six months ending Dec. 31, 
916, was caused by payment of dividends at 
full rate 6%, with intention of paying such 
lesser amount during the balance of year as 
earnings for full fiscal year might justify.” 


B. R. T.—Public ownership of public utili- 
ties under the Hylan administration in New 
York is not considered seriously by B. R. 
T. interests. Obstacles are believed to be 
insurmountable. Irrespective of its possi- 
bility, the city and B. R. T. are already part- 
ners in operation of the rapid transit lines. 
The city has built and now owns the 
Fourth Avenue Subway in Brooklyn, the 
Centre Street loop, the West End Elevated 
line, and its bringing to completion the 
most important unit of all, the Broadway, 
Manhattan, subway. Appointment of a com- 
mittee for ex-Governor Foss of Massachu- 
setts, a director of B. R. T., is thought to 
explain part, at least, of liquidation. 


Brooklyn Union Gas—Has asked Public 
Service Commission for a rehearing of order 
iving gas companies permission to adopt 
ritish thermal unit standard instead of 
candle-power standard. 

Buffalo City Gas—Notice has been issued 
to holders of first mortgage 5% 50-year 
gold bonds, proposing to pay out of pro- 


ceeds of pe gd foreclosed in July, 1917, 
about of par of the bonds on Nov. 8 


? the office of the New York City Trust 
oO. 


Colorado Power—Reports earnings as fol- 
lows: September gross, $102,632; net after 
tax, 4) 508 12 months gross, $1,144,057; 
net, 7,508; surplus, $327,952; net after 
dividends, $64,338. 


Consolidated Gas, N. Y.—Despite rumors 
has declared the regular quarterly dividend, 
1%%. This belief was occasioned by the 
decline in the stock to 83 on Oct. 23, the 
lowest price since March 1, 1907, at which 
time the company was in the throes of the 
80-cent gas law litigation. 


Consolidated Gas, Baltimore — Reports 
earnings, three months ended Sept. 30, 1917: 
Gross, $2,140,054; net, $954,645; surplus, 
$456,619; balance, $168,903. 


Consumers Gas, Toronto—Report, year 
ended Sept. 30, 1917, shows: Gross earn- 
ings, $4,296,349, against $3,637,806 in 1916; 
net $953,306, against $919,577; surplus, $436,- 
294, against $380,379. 


Detroit Edison—Special meeting of stock- 
holders has been called Nov. 22, to vote on 
a proposal to authorize issue of $9,000,000 
debenture bonds. Company recommended 
this to have means of providing financial 
needs should occasion arise. 


Detroit United—Report 9 months ended 
September, shows: gross earnings, $13,418,- 
589, against $12,107,552 in 1916; net, $3,664,- 
206 against $3,840,281; and surplus, $1,873,- 
743, against $2,122,139. 


Mass Electric—October gain, $46,000, or 
6%, is encouraging when contrasted with the 
experience of other street railways in Mas- 
sachusetts which have not had the benefit 
of increased fares. The management is 
convinced that the 5%4% increase and 6% 
gain in October is the product of increased 
rates authorized last summer. 


United Light & Rys.—Earnings, sub- 
sidiaries, 12 months ended Sept. 30, 1917, 
compare as follows: gross, $7,330,179, 
against $6,760,507; net after taxes, $2,749,- 
981, against $2,676,907; surplus after charges, 
$1,291,191, against $1,276,214. 


Utah P. & L.—Earnings, ‘Sept., and 12 
months, including Western Colosado are: 
Gross, $440,010; net, $236,147; surplus, 
oat 12 months gross, $4,958,380; net, 
2 88,313; total, $2,618,313; surplus, $1,299,- 


Virginia R. & P.—Balance sheet, June 30, 
1917, shows profit and loss surplus $971,- 
326, against ,110 June 30, 1916. After 
dividends on the pfd. stock, balance avail- 
able. for the common was $2.53 a share, 
against $4.79 the previous year. 
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Public Utility Inquiries 





Amer. Light & Traction’s Decline 


A. W. N., Toronto, Canada—American 
Light & Traction has in its decline been sim- 
ply readjusting itself in line with other high- 
class investment securities. We do not think 
the stock should be sacrificed by holders at 
this juncture, although it may very well go 
lower in a further general declining market. 
On the face of the company’s showing in the 
last annual report the dividend appears to be 
entirely safe. The company at the end of last 
year was in a strong financial position. Its 
earnings in 1916 were equal to 25.66% on the 
stock. You should hold this stock. ~ 


Detroit United’s Position 

N. F. B., Duluth, Minn —Detroit United 
earned in 1916 approximately 23% on its capi- 
tal stock as compared with 15.69% earned in 
1915, 13.16% in 1914 and 17.04% in 1913. The 
stock has a very substantial record, both as 
to earnings and dividends, and in view of the 
very large earnings of the company, its policy 
in increasing the dividend on June 1, last, to 
2% quarterly, thus placing the stock on an 
8% per annum basis, may be regarded as en- 
tirely conservative, and there now seems to be 
no good reason why this dividend should not 
be continued unless the condition of sharply 
increased expenses is aggravated for a pro- 
longed period. We are disposed to regard 
the stock as a very conservative investment 
at this price, although owing to the uncertain- 
ties in the market situation we would hardly 
venture the prediction that it has struck bot- 
tom. 


Interboro’s Dividend Possibilities Poor 


F. D. B., Springfield, Mass.—Interborough 
Consolidated is so far removed from divi- 
dends that we consider the stock unattractive 
even at its current low selling price. You 
should sell it and invest the money, or at least 
have the money ready for investment in estab- 
lished securities which are now available and 
will no doubt be available at bargain prices. 
You should wait, of course, for the opportune 
time to buy again, which time you will be 
notified of through the Outlook columns of 
the Macazine. You should follow the Out- 
look closely at all times. 


Consolidated Gas of Baltimore Strong 


R.. B. F., Martinsville, Va—Consolidated 
Gas of Baltimore possesses certain attractive 
features for speculation and investment, not 
the least of which is its favorable contract 


with the Bethlehem Steel Corp. at Baltimore, 
and also the fact that the company has not 
suffered to the same extent as other public 
utility companies from recent large advances 
in the cost of gas producing fuel, labor and 
other items of production. This company will 
be only slightly affected by the increased cost 
of bituminous coal and oil, and these advan- 
tages are reflected in the company’s earnings, 
which continue to show large increases. Not- 
withstanding these favorable factors in the 
position of the stock itself, we are not op- 
timistic on the market generally and see no 
reason to depart from the above advices, con- 
sequently do not advise a purchase at this 
time. 


People’s Gas and the Future 


N. H. F., Springfield, I1L—Out of regard 
for the low price at which People’s Gas is 
selling, due consideration must be given to 
the relatively strong position of the company; 
to the possibilities of growth in the community 
it serves, and finally to the thought that pres- 
ent adverse conditions of operation are not 
likely to outlast the war. Average earnings 
on $38,500,000 capital stock for the ten years 
from 1907 to 1916, inclusive, amounted to 
nearly 8%. Moreover, this average is fairly 
representative of actual yearly results, the 
company’s earnings record having been un- 
usually uniform. The worst year in the ten, 
up to 1916, was 1907, when 7.19% was earned. 
Adverse conditions began to be felt in 1916, 
when earnings dropped to 5.39%. So far as 
can be learned from available balance sheets 
the company should be able to get through the 
present period of stress without extreme finan- 
cial difficulties. 


Cause of Apprehension on B. R. T. 


D. G. G., Parkersburg, W. Va.—Brooklyn 
Rapid Transit has $57,735,000 5% notes com- 
ing due July 1, 1918. There is considerable 
apprehension as to the ability of the company 
to take care of this maturing obligation. If 
present stringent conditions in the investment 
market continue in effect, the company may 
have to take drastic measures in order to 
protect itself. This possibility promotes the 
fear that dividends will have to be reduced or 
suspended on the stock. Under the circum- 
stances we cannot recommend it as a pur- 
chase, and although we hesitate to advise any- 
one to take a large loss in the stock, we must 
say that if held the owner should be in a 
position to assume the risk of a considerable 
further decline. 
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MINING AND OIL 


Midwest Oil—Fourth Largest Refiner 


A Review of the Earnings and Forecast of the Possibilities 
of Midwest Refining—Is the Stock Attractive as a Specu- 
lation or Investment Around 100? 

















By ARTHUR N. SLOCUM 





T takes all kinds of persons to make 

up a world. We have Hindoos, 

Chinese, Americans and Malayans; 

we also have investors who would 

not touch an oil security under any 

consideration and speculators who desire to 

trade or invest in nothing but oil securities. 

It is necessary for a financial publication to 

cover the entire field of finance, and oil occu- 
pies a very important part of this field. 


A Developing Industry 

On May 2, 1917, the “Wall Street Journal” 
stated that the Midwest Refining Co. had ex- 
panded until it was then the fourth largest 
manufacturer of gasoline in the United States. 
Its refinery at Casper is the largest in the West 
and when the final plans are complete it will 
be able to handle 50,000 barrels of crude oil 
a day. 

We are, therefore, not dealing with an 
oil company whose profits depend entirely 
upon the free giving of Mother Earth, nor 
are we discussing a prospect. The business 
of the Midwest Refining Co. is to refine oil 
of other companies and thus far the business 
getting end of the company has developed 
some desirable customers and has likewise 
gained control of some very desirable proper- 
ties, as can be noted in Tables I and VI on the 
opposite page. 

Analyzing the Value 

It is apparent, after studying Tables I and 
II, that a certain judgment can be passed 
on the value of the stock to date. At $105 per 
share at the time of writing, Midwest Refin- 
ing is selling at over double its par value of 
$50. Therefore the current quotation assumes 
a value of over $50,000,000 for the property. 
It is interesting to note that in September, 
1915, before market activity commenced, the 
stock was selling at around $35 a share. 

For the purposes of arriving at a book value 
of the stock, it is necessary to take the total 
assets less the treasury stock, deduct the cur- 
rent liabilities and the reserve for deprecia- 
tion, and divide the result by the number of 


shares‘ outstanding. The result is about $51 
a share. Before the increase in capital last 
October the result was $73, and, by using the 
same process the 1915 figures prove out at $51. 
Between 1915 and 1916 the $22 increase re- 
sulted from the acquisition of the Greybull 
Refining Co. stock. Inasmuch as the stocks of 
the acquired companies are carried on the 
books at the company’s own prices, there is 
no way of getting at actual value. It is 
doubtful if the stocks are worth as much; for, 
in the case of Greybull, less than 10% of its 
property account is shown as a reserve for 
depreciation. The old timers like Standard 
Oil and Texas Co. usually charge off 20%. 
This is done because an oil well is of value 
only as long as it produces and it cannot 
produce indefinitely. 

Allowing for all the elements of investiga- 
tion, it is doubtful if the book value of Mid- 
west Refining is much different from its par- 
ity of $50. 


What Makes the Stock Value? 


Having arrived at a book value, why has 
Midwest Refining Co. sold as high as $190? 
Why has it fallen to nearly $100? Why are 
there purchasers of the stock at this price? 

1. Earninc Power. There are no avail- 
able figures of the actual profits and costs of 
this, company. It is possible to compare the 
figures of another plant in similar territory 
and doing a like business. Table IV shows 
the refining profit on 39-40 gravity crude on a 
per barrel basis figuring crude oil at $2.05 a 
barrel. The Midwest Refining Co. pays an 
average of only about 95c. a barrel for its 


‘crude oil, according to the most reliable data. 


Hence its net profit on the basis of the fig- 
ures in Table IV would be $1.00 a barrel 
more or $1.91% per barrel crude. 

If the company could run 50,000 barrels per 
day, as is planned, the profits would approxi- 
mate $30,000,000 or nearly $60 a share on the 
stock. At the present time the production is 
nearer 15,000 barrels a day and the earnings 
are therefore nearer $15 or $20. 
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Composite Resume of 


TABLE I 
Comparative Batance SHEET - 
1916. 1915. 1914. 


nd 57, 163,621 $17,321,187 $17,209,503 
‘A9,927,596 933,356 29,370 
200,883 osevess 

116,196 338,252 

‘ 2,000,000 2,000,000 

19,344 31,621 eveveee 


879,033 1,139,781 759,318 
Notes receivable .. 13,978 37,697 39,773 
Accounts receivable 1,020,642 580,952 420,450 


Refined products on 
hand 669,874 566,691 368,408 
Supplies 296,981 138,388 99,917 


Total current assets $2,880,508 $2,463,509 $1,687,866 
$23,066,752 $21,264,991 


$20,000,000 $20,000 
780,994 


Assets— 


m to 
31, 1914 
Construction 
Treasury stock .... 
Deferred charges .. 
Current Assets— 








Capital eek . 
Surplus 8, 1, 
Reserve depreciation 3. 007,554 
Current Liabilities— 
300,000 


344750 


738, 33 


Notes payable ..... 


000 
Accounts payable .. 725,758 





Total current liabil- 
iti $844,750 $1,285,758 


- $32,210,490 $23,066,752 $21,264,991 


RB Net geting cap- 
Ge Saxecéuencse $2,035,758 $1,177,751 $1,161,200 


~ A—Greybull Refining Co. stock, Pondee Oil & Gas 
Co. stock, Chatham Refining site, Buffalo Basin, Elk 
Basin and Grass Creek leases and contracts. 

B—Based upon statement of current assets and cur- 
rent liabilities as above. 





Total liabilities ... 





TABLE II 
Comparative Income Account 
Years Ending Dec. 31, 


1916. 1915. Al914. 
° $5,439,082 $3,565,738 


3,613,695 
$1,825,387 
61,767 





Gross revenues ... 
Expenses, incl. 
of crude oil 2,381,389 


$1,184,349 
493.760 





Operating income. .$11,131,627 
Depreciation off .. 3,007,554 


$8,124,073 $1,763,620 
1,546,880 720,000 


Tp $6,577,193 $1,043,620 
Indicated earnings 
per share of stock $21.00 $4.89 
A Ten months ended Dec, 31. 
TABLE III 
1917 DeveLormMents 


Capital increased from $20,000,000 to $50,000,000. 
First {seas for r business, good-will, etc., Mid- 





$690,589 





$690,589 
$1.91 


witles 6,000,000 for purchase Franco Srtestonm Co. 
000 for various co: te purpose 
offered stockholders at par ($50) 
of for extension lopment. 
authorized Cao sew chose fer every 4 of 
increase e old. 
EE, ‘held in treasury. 
ae mills reported as active. 
: Oct ty pis 9 dead ernie —— at 60% on cngpel. 
nn vidend rate or per share quarterly. 
Rights were q from $28 to $22. * 


TABLE IV 
Estimatep Prorits 
% of Extraction 


Per 
«++ -33% % @ 6c. 
erererrreri: © 1 15 


*Not including valuable rights as of Sept. 28, 
The decla: 


Midwest oe Co. 


-28c. 
-64c. 


ost 
Net profit pe 2.18 
Net profit 4 SL (42 gals.) 91.56 





MIDWEST REFINING , RANGE OF PRICES 


'g9teé6 ‘orfr 
190 


» '7o 


$38 


3585838 88 











TABLE VI 
Prorerty Ownep 

1. Refining plant at Copper. Wyo. 

2. 20-year lease 2 yige Unee. 

3. 20-year contracts for ae oil of 
a—Midwest Oil Co. 
b—Wyomin os Fields Co. 

c—Castle Creek Oil Co. 
d—Fitzhugh Oil Co. 
e—Henshaw Oil Co. 
f—California Oil Co. 

rescent Oil Co. 


—Seattle Oil Co. 
1—Pinero Oil Co. 
$8,000,000 com. and $1,200,000 of the $2,000,000 
ofa. stock —s the Greybull Refining Co. which owns 
acres lands seweme. 
a ie Creek Oil Fields leases. 
c—Elk Basin Oil Fields 50% of leases. 
5. 150 miles of pipe line, 
22 pumping stations. 
Storage capacity—755, 440 bbls. 
1,000 tank cars. 
. Acid concentrating plant. 
. Is continuously buyi new leases, 
8. Control of Merritt Corp. 


TABLE VII 

PERSONNEL 

Midwest Refining Co. is understood to. be. — 
ag Oe of Imoer Oil Co., a of 


th 
Paden HM Blackmer. 
Vice-president—T. A. Dines. 
Treasurer— A. — 
Fanafer Age New % York Trust Co. 
rans! er —New ru 
Equitable Trust Co. 











TABLE VIII 


1914, 1915. 1916. 1917.* 
0 $2 $3.50 $4 


28, 1917. 
ration of a stock dividend late in 1917 is 
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During 1915 the company earned $4.89 a 
share and in 1916 about $21 and news predic- 
tions estimate $40 for the current year. The 
earnings, therefore, are a gamble, but 
the speculator can feel assured that they will 
be well above the 8% or $4 a share per year 
which is now being paid. In fact, there have 
been rumors of a stock dividend late this 
year. The cash capital has always been small 
and to extend means additional financing from 
the $25,000,000 unused stock authorized. 


2. THe Persona, Erement. The Midwest 
Refining Co. was commented upon in the news- 
papers last January as follows: “Control of 
the Midwest Refining Co. is said to have 
passed to the Imperial Oib Co., Ltd. of Can- 
ada. The stock was bought in the open mar- 
ket in the last year.” The Imperial Oil Co. 
is closely related to Standard Oil interests 
and those interested in the purchase or 
sale of the security well know the advantage 
of a company, either directly or indirectly con- 
trolled by the Standard interests. 


3. Price Fiucruations. The graph un- 
der Table V shows the course of prices from 
1916 to date. The early history of the com- 
pany is similar to many others. The stock 
became publicly known at about $30 and had 
its ups and downs, mostly ups, until the early 
part of 1916 found it at a little under 70. The 
oil boom struck the country and investors and 
speculators appreciated its possibilities untW 
it soared to 190. During the fall of this year 
the new $5,000,000 issue was offered to stock- 
holders and the rights figured in value from 
$28 down to $22. This amount came off the 
price and then the bear market in all stocks 

with a vengeance. Midwest Refining 
fell horizontally until it rebounded from 100 
to 109 during the first few days of November. 
The reason for its abnormally high price was 
simply that when poor oil stocks rose high in 
the “boom” times, the price of a real com- 
pany went just as high in proportion. The 
prospects of rights and stock dividends and 
the inty of this class of security always 
bring about violent fluctuations either way. 

4. Tse Dirricuttms Aneap. Maximum 
earnings can hardly be above $40 to $45 a share 
on the stock this year. But these earnings do 
not allow for present taxes and excess profits 
items. Based on previous earnings, the tax 
might deprive stockholders of at least 50% 
of what they could otherwise expect and again, 
the item of depreciation must be seriously con- 
sidered. It is also possible to foresee a de- 
cline in gasoline prices for the simple reason 
that the law of supply and demand must oper- 
ate sooner or later to restore prices to a rea- 
sonable level. The Midwest Refining Co.’s 


big profits are from gasoline. If prices go 
down, it will be placed at a progressively in- 
creasing disadvantage in competing in these 
markets, 

Why are there purchasers of the stock at 
this price? The answer to this question is 
more a part of psychology than of economics. 

But Midwest Refining is the fourth largest 
refinery in the country today and there is 
plently of reason why it should have a good 
speculative following. In addition to these 
factors, the financial firms who act as sponsors 
for Midwest Refining stock are far above the 
average in resources and reputation. 

Midwest Refining could hardly be regarded 
as a speculative investment at 190. At 130 
Midwest Refining had discounted its immedi- 
ate prospects, and even at 100 it must be 
considered as a speculation. The market in 
the stock has evidently been a natural one at 
all times. The company has been wonder- 
fully well advertised and it was helped along 
by the general excitement in all oil stocks in 
the New York market. It is, however, some- 
what significant that the Midwest Refining 
Co. has been far from liberal in its dividend 
policy if the figure of $21 per share for 1916 
may be accepted as the actual earnings. Also, 
why did the Midwest Refining Co. change its 
policy with regard to issuing an income state- 
ment, which is of just as much interest and 
importance to stockholders as a balance sheet, 
if it had nothing to conceal? 


Conclusion 


It is doubtful if the company will increase 
its dividend of $4 per share per year even if 
earnings are double those of 1916, for there 
are too many difficulties to be met. But 4% 
return on an oil stock does not mean an in- 
vestment. Therefore it is on the purely spec- 
ulative side that the stock must appeal. 

The present drop in the price of the stock 
has made it more attractive from this point 
of view, but even at this price of 105 there are 
factors in the general financial situation to 
prevent any upward movement, and the tax 
and transportation problems may tend to 
force the stock still lower. 

For the long pull speculation there are at- 
tractive possibilities, if the speculator is will- 
ing to risk a drop of 20 or 30 points in the 
interim. Oil is daily becoming a greater ne- 
cessity in all manufacturing and transportation 
endeavors and the refiner is a much more 
stable proposition than the producer, 

We are not recommending oil or refinery 
stocks to either investors or speculators even 
at these prices, but when we are able to do s0, 
we may. suggest Midwest Refining at 100. 




















Oil Notes 





California Petroleum—Consolidated earn- 
ings, 9 months Sept. 30, 1917, without deduc- 
tions for depreciation, war taxes or develop- 
ment expenditures, were: Gross, $2,142,264; 
operating expenses, $473,732; net, $1,668,532; 
total deductions, $112,485, and net balance, 
$1,556,047. This compares with net balance 
$958,292 for the comparative period 1916. 


Glenrock Oil—Announces has brought in 
another well in the Pilot Butte field, making 
a total of 14 in the field. 


Homa Oil—Has in operation 50 produc- 
ing oil and gas wells. Product is reported 
as being taken by companies affiliated with 
the Standard Oil, or other established con- 
cerns. 


Island Oil—Suit brought for stockholders 
by Franklin Prentiss, charging acquisition 
of assets of Metropolitan Co. through fraud 
by Island Oil, has been dismissed on ground 
that there was no justification for such a 
charge or evidence to sustain it. 


Kentucky Petroleum—Pres. Pouch reports 
company has 60 producing wells and seven 
drilling rigs at work. Income for October 
was about $25,000. 


Kinney Oil—Reports acquisition of 480 
additional acreage. Two wells on this acre- 
age are. now capped and will be producers 
when Midwest Pipe Line is completed. 


Mexican Petroleum—Suit by Guaranty 
Trust Co. was decided in its favor recently; 
was friendly litigation to. determine sinking 
fund technicality. The trust company has 
no pecuniary interest in the decision, and 
probabilities are there will be no appeal. 


National Fuel—Offers new$3,701,000 cap- 
ital stock. Stockholders are entitled to sub- 
scriptions at par ($100) to an amount equal 
to 25% of their holdings. Total outstanding 
will then be $18,504,900. 


Ohio Oil—New well on section 9 of 
Merritt Oil has been brought in by Ohio 
Oil, joint owner with Merritt, of this loca- 
tion. It is running at the rate of 400 bar- 
rels a day. 











Producers’ Oil—Stockholders, whose 
stock except two shares has been acquired 
by the Texas Co., will vote Nov. 29 on the 
proposition to liquidate the corporation. It 
is said that at times the Producers’ output 
has averaged above 70,000 barrels a day. Its 
usual average is 40,000 barrels daily. 


Sinclair—Report, quarter ended Sept. 30, 
1917, shows gross $3,219,347, against $3,075,- 
336 for preceding quarter. After income 
and excess profits tax estimated $335,087, 
net income after depreciation is $2,093,893, 
against $2,654,669 net for previous quarter. 


Sinclair Gulf—Is reported to be consider- 
ing expenditure of $11,000,000 in construc- 
tion of a refinery and system of pipe lines. 
The site for refinery embraces 700 acres. It 
is said plant will cost $6,000,000 and pipe 
line $5,000,000. 


S. O. of California—Gushing high-grade 
oil over 12,000 barrels a day, Baldwin No. 
3 well, which came in recently, continued to 
shoot petroleum over the top of the derrick 
at Montebello until Oct. 28, when it was 
capped. The oil is 24 gravity; it was struck 
and dhe water cemented off at 2,000’, and 
from that point to present depth 3,750’ drill 
was continuously in oil sand. Eleven com- 
panies are operating in Montebello field. 


S. O. of Indiana—Is progressing in plans to 
acquire producing properties. Company has 
been credited with seeking oil producing 
lands in Wyoming, but these reports lack 
verification. It operates two refining plants 
in Wyoming. Net earnings in 1916 were $30- 
000,000. 


S. O. of Louisiana—Has increased its capi- 
tal from $5,000,000 to $10,000,000 to provide 
for improvements already completed. 


S. O. of New York—1917 earnings com- 
pare favorably with those of 1916, out of 
1916 earnings $36,000,000, dividends have 
been paid in 1917 at the rate of $9,000,000 
annually. In 1916 the company added to sur- 
plus $11,000,000 appreciation in value of 
equipment of Standard Transportation Co. 
With this item earnings in 1916 were more 
than $64 a share. 





© 
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While the costs of service have gone up, the fare has stood still at 2 nickel—Times Magazine. 
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Oil Inquiries 





Texas Company’s Market Position 

A. W. Y., Chicago, Ill—Texas Company was 
fully discussed on page 823 of the Macazine 
of September 15. We suggest that you study 
this article. This stock is in rather a vulner- 
able position, due to the increasing fears of 
the effect of price fixing, excess profits tax, and 
although at its present price it has probably 
discounted most of the nearby unfavorable 
factors in its situation, the stock is very sensi- 
tive to general conditions and it would not sur- 
prise us to seé it sell lower in the near future. 

Since you have such a large loss in Texas 
Company stock, we hesitate to tell you to sell 
it, but we can advise you not to let it go much 
further against you. 


A Meritorious Wyoming Oil 

D. C. A., Boston, Mass.—Elk Basin is a 
stock of considerable merit, but at. the same 
time it must be regarded as decidedly specula- 
tive. The company has a capital stock of 
$2,000,000. It operates in the Elk Basin dis- 
trict in Wyoming. The company is controlled 
by Midwest Refining interests and its pgoduc- 
tion is taken under contract by the Grey Bull 
Refining Co., a subsidiary of the Midwest Co. 
The stock was originally offered at $7.50 a 
share on the New York market. 

In a general way, we should say that if you 
hold your Elk Basin you should do so with 
the full recognition that you are assuming a 
considerable risk in doiig so. The stock has 
recently declined in sympathy with other oil 
stocks and a general market unsettlement. It 
has also been affected by considerations of the 
new war taxes and the fears that the Govern- 
ment will finally regulate oil prices. We hesi- 
tate to recommend that you take your loss, 
but advise that you protect yourself from 
further losses by placing a stop order with 
your broker. While the decline in securities 
in general has been very severe, no one can 
say how much further it will go. 


Oklahoma’s Increase in Capitalization 

A. T. F., Cincinnati, Ohio—Oklohoma Pro- 
ducing & Refining Co. has much to recommend 
it as a speculation, but the market position of 
the stock is unfavorable at the moment because 
of the uncertainties regarding the Govern- 
ment’s policy of price fixation, excess profits 
taxation, etc., and we do not favor it at this 
time. The company has expanded very rapidly 
and seems to have taken advantage of its op- 
portunities ; but at the same time its capitaliza- 
tion has been increased along with the expan- 
sion and we doubt the conservativeness of the 
present capitalization. Originally the com- 
pany’s authorized capital stock was $2,000,000. 
It is now $10,000,000, representing $2,000,000 
shares of $5 par value, of which $7,500,000 are 


now outstanding. It controls several subsidiary 
producing companies, notably the Osage-Hom- 
iny Oil & Gas Co. Dividends are being paid 
at the rate of 2% per cent quarterly. Net 
earnings after dividends for the first half of 
1917 were $930,596, or at the rate of 14.8 per 
cent per annum. 

We do not recommend the purchase of this 
stock at the present time, and we cannot en- 
deavor to tell you what would be a fair price 
for it. The question of price is largely de- 
pendent on changing conditions, and, therefore, 
“a fair price” today might easily be too high 
or too low tomorrow. 


Reasons for Selling Federal 


S. C. E., Camden, N. J.—Federal Oil, al- 
though possessing a very promising acreage in 
the Irvine field of Kentucky, as well as in 
Mexico, is in a highly speculative position. 
The stock was liberally distributed last year 
in the boom in the oils, from around a low of 
$2 to a high of around $8. If precedent counts 
for anything, nine times out of ten such 
periods are followed by declines, the severity 
of which is gauged by the volume of distribu- 
tion. Although the stock is not without at- 
tractive possibilities, no one can foresee how 
low the stock might go in a market of this 
kind. Dividends are not in sight on the com- 
mon stock, and there is no speculative induce- 
ment to hold the low priced oils at this time. 
We recommend a sale, and advise you to hold 
your money in hand in the meantime, to wait 
for a better opportunity to reinvest. 


Tuxpam Star’s Capitalization 

J. G. R,, Kansas City, Mo—Tuxpam Star 
has little merit so far as we can determine and 
we do not favor the purchase or holding of 
the stock. The capitalization consists of $1,- 
000,000, par value of shares 1, of which ap- 
proximately $600,000 is outstanding. There is 
no preferred stock or bonds. 


Two Oklahoma Oils 


E. J. P., Lake Mills, Wis—Cosden Oil and 
Osage Hominy are both speculative. With the 
policy of government fixation of prices on 
crude oil not yet definitely known, but with 
the certainty that the price will be restricted 
so as to prevent oil companies from making 
any such profits as have been shown the last 
year or two and with excess profits taxation 
eating up a large portion of the earnings of 
all of the newer companies, there is not much 
to get optimistic about as to these two stocks. 
We suggest that you dispose of them, for you 
should have an opportunity now, or later, of 
investing your money to much better ad- 


vantage. 
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International Nickel—Its War-Tax 


Blight 


Heavy Burden of Taxation Which the Company Has to 
Sustain—Present Earnings and Outlook for Present 
Dividend Rate—Some Matters of Intrinsic Value 
Which the Investor Would Do Well to Con- 
sider—Nickel’s Long-Range Prospects 





By BARNARD POWERS 





NTERNATIONAL NICKEL is suf- 
fering from a bad attack of war-tax- 
itis, an epidemic now very generally 
prevalent among the corporations. 
There is but one cure—the ending 

of the war. It may be cold comfort for the 
International stockholder who acquired his 
holdings at above 50 a share to attempt to 
cheer him up with the remark with which the 
philosophic Frenchman greets all evils, “C’est 
la guerre” but that is about all that can be 
said at the present time. 

At a recent meeting of the International 
Nickel’s board of directors the company’s war 
taxes on the present taxation basis here and 
in Canada, were figured and the staggering to- 
tal of approximately $7,000,000 was reached. 
Of this one-third represented Canadian taxa- 
tion and the remainder United States taxation. 
It seems that in the matter of taxing corpo- 
rate profits we have gone our neighbors across 
the border one better, or rather 100 per cent 
better. What wonder, then, that in regard to 
the permanency of the present dividend that 
merely the “hope” was expressed at the board 
meeting that the $4 rate can be maintained. 
And what wonder, too, that Nickel’s common 
stock has declined from a high of approxi- 
mately 56% for last year to a low of 24% for 
the current year. 


Too Much Pessimism 

But things always look darkest at the bot- 
tom as well as brightest at the peak. The 
holder of International Nickel stock would 
do well in troublous times like the present to 
recall the splendid earnings record of the com- 
pany and its intrinsic soundness. 

An examination of International Nickel’s 
earnings results over a period of years extend- 
ing back well before the beginning of the 
war ‘reveals exidence of war prosperity on 
a great scale. Average earnings for the five 
years from 1910 to 1914, inclusive, were ap- 
proximately 18.8 per cent annually or $18.80 
a share on shares of $100 par value. Applied 


to the $25 par value of the stock as it now 
exists, these pre-war results would have shown 
about $4.70 a share available for dividends. 
This result compares with $7.78 actually 
earned on the quarter-stock in the year ended 
March 31, 1917, and $6.70 in 1916. In order 
to be perfectly fair in our estimate of prob- 
able future earnings, as based on past per- 
formances, we will make full allowance for the 
addition to the company’s capacity through 
the construction of the new Canadian smelter 
which is expected to be in operation at the be- 
ginning of next year. It is estimated that 
this new addition will increase the company’s 
output from 60,000,000 pounds to 80,000,000 








INTERNATIONAL NICKEL’S INCOME 
STATEMENT FOR SX MONTHS ENDED 
SEPT. 30. 

1917 

Earnings .. ..$7,641,850 
Other income. 134,427 
Total Income 7,776,277 
General exp.. 297,234 
Res. for 

U. S. tax... 1,741,140 

Net income 5,737,903 
Depreciation . 986,129 

Profits ..... 4,751,774 
Dividends ... 2,777,454 

Surplus ... 1,974,320 


1916 
$7,775,145 
137,628 


Change 
—$133,295 


+1,741,140 
—1,610,974 

—18,501 
—1,592,473 


—1,592,473 


6,344,2 
2,777,454 
3,566,793 








pounds per annum, or 331/3 per cent. A pro- 
portionate increase in earnings would add 
$1.57 to the above estimate of $4.70, bringing 
probable future earnings in normal times up 
to $6.27 a share. It will be immediately seen 
that dividends at the present annual rate of 
$6 a share might not be continued after war 
demands and post-war necessities are satisfied 


Dividend Record 
In this connection, it is interesting to look 
back over International Nickel’s dividend rec- 
ord. The company has always been liberal 
with its stockholders. Since consolidation, 2 


~ (281) 











282 


THE MAGAZINE OF WALL STREET 





per cent was paid in 1912; 10% per cent in 
1913; 10 per cent in 1914 and 17% per cent in 
1915. In making comparisons with the present 
yearly distributions it must be remembered, of 
course, that the payments now made on the 
quarter-stock would amount to 24 per cent per 
annum on the old stock. Previous to con- 
solidation, Sept. 5, 1912, 17% per cent had 
been disbursed in that year, bringing the total 
up to 19% per cent. Back in 1910 there was 
an extra cash distribution of 25 per cent in ad- 
dition to the regular 1 per cent and one-half 
per cent extra, quarterly payments made that 
year. In fact, so liberal was International 
Nickel’s dividend policy in the five years from 
1910 to 1914, inclusive, that, while total earn- 
ings available for common stock dividends 
during the period amounted to $16,564,304, 
less than $2,000,000 was added to surplus ac- 
count. 
Depreciation Charges 

The stockholders’ pockets were evidently 
more in the minds of the managers of the 
International Nickel Co. than the permanent 
interests of the company itself. With this 








‘DECLINE OF INT. NICKEL COMMON 


1916 1916 (suff 














consideration in view, it is well to look into 
the charges for mineral exhaustion and de- 
preciation of plants. In 1913 the charge 
against depreciation of plants amounted to 1.2 
per cent of the property account; in 1914, 1.4 
per cent; in 1915, 1.6 per cent; in 1916, 18 
per cent, and in 1917, 2.1 per cent. While 
there has been a progressive increase in this 
charge over the last five years, it has not 
been at any time as large as might be expected 
from the nature of the company’s business. 
This charge-off, however, compares favorably 
with that made by the American Smelting & 


Refining Co., which in recent years has 
charged off about 1.5 per cent of property ac- 
count to depreciation. The charge-off on ac- 
count of mineral exhaustion has been a very 
variable one, but fairly adequate. This item 
amounted to 6.2 per cent of earnings of all 
properties after deducting manufacturing and 
selling expenses, and ordinary repairs and 
maintenance, in 1917. In 1916, it amounted to 
64 per cent; in 1915, 54 per cent; in 1914, 10.6 
per cent; in 1913, 7.3 per cent, and in 1912, 28 
per cent. 

In the company’s earnings report—that 
for the June quarter—a reserve for taxes the 
company has to pay to the United States and 
the Dominion of Canada was contained in the 
“administration and general expense” item, 
which is placed at $896,367, or more than four 
times the $222,422 shown in that item for the 
corresponding quarter in 1916. This large ap- 
propriation brought earnings for the quarter 
down to $1.75 a share on the outstanding com- 
mon stock, as compared with dividend require- 
ments of $1.50. The final result compares 
with earnings of $1.89 a share on the common 
stock in the June quarter of 1916. 

International Nickel’s balance sheet of 
March 31, 1917, showed a strong cash posi- 
tion, all purchases of materials, supplies, etc., 
being paid for in cash. At the close of the 
fiscal year the cash item showed $6,227,011 on 
hand, $2,030,000 in certificates of deposit and 
$515,000 in secured call loans, a total of $8,- 
772,011, probably the best cash showing the 
company has ever made. It compares with 
$6,414,436 in 1916, and $6,492,538 in 1915. 
Working capital stands at $12,063,583, compar- 
ing with $10,519,130 in 1916, and $8,406,018 in 
1915. No fault can be found with this show- 


ing. 

As has been pointed out in this discussion 
there is nothing fundamentally unsound in In- 
ternational Nickel. Its ore reserves are as 
good as they ever were, that is to say, so vast 
that the present generation need not be con- 
cerned about the matter of ore exhaustion. 
Demand for the company’s production was 
never better and gross earnings practically at 
high records. Seven millions in war taxes. 
however, is enough to chill the enthusiasm of 
even. the most enthusjastic believer in the 
company, for the time being at least. Nickel’s 
malady of war-taxitis is one that only the 
end of the war can cure. 

The preferred stock with a wide market of 
90 bid and 96 asked at this writing, seems ab- 
solutely safe as far as dividends are con- 
cerned as its annual requirements call for a 
little more than half a million dollars. Nothing 
short of actual confiscation of earnings would 
be likely to jeopardize the preferred dividends. 
At 95 the preferred yields approximately 6.3 
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per cent, which, while attractive enough in or- 
dinary times, does not impress greatly in the 
present remarkable era of high yields. 

At 25% the common yields nearly 16 per 
cent on its present dividend rate. If there 
were assurance that the dividend rate could 
be maintained the issue could be regarded as 
possessing great speculative attractiveness. 
But the best that can be said of the dividend 
is that the directors “hope” that it can be 
maintained on its present basis. Congress 
meets again December 1 and whether further 
tax burdens will be improsed on corporations 
cannot be forecast at this time. 

The writer is inclined to believe that 
Nickel’s present price somewhat overdiscounts 


unfavorable developments. I believe that if 
one starts to buy Nickel at present prices and 
has a long enough purse to purchase amounts 
equal to the original purchase on every five 
point decline with the idea of keeping the 
stock as a long pull investment, that eventually 
—and the “eventually” means until the war 
is over—some very handsome profits would 
be attained. 

Owing to nearly a monopoly of nickel 
ores and to the fact that the demand for 
nickel seems as certain as anything reason- 
ably can be to go on increasing, the 
company occupies an unusually sure po- 
sition as far as the ultimate future is con- 
cerned. 








Rules for Traders 





By LEWIS EARLE 





IRST. Never, under any circum- 
stances, overtrade. However sure 
you may be of your position handle 
no more stocks than you can swing 
with no anxiety or nervousness. 

Anyone, can make money “play speculating.” 
—get near enough to that point to retain 
unruffled judgment. Greed has bowled out 
more men in Wall street than any other two 
factors. James R. Keene said, “I have seen 
a great many men come into Wall street to get 
rich quickly but I don’t know one didn’t go 
out broke. I have seen a few men come 
to get a good return on their money and 
they have usually become rich.” 

Seconp. Rothschild said, “I made my for- 
tune by not trying to buy at the bottom nor 


trying to sell at the top.” 
Tuirp. Particularly in an active market, 


always place orders at the market. If a stock 
is a buy at 122 it is a buy at 122% or 122%. 
I’ve missed getting aboard many a time by 
not operating at the market. See rule one 
and rule two. 

Fourtn. Never speculate with money you 
cannot afford to lose; or better, that you have 
not kissed goodbye. See remark on anxiety 
and nervousness on rule one. 

Firrg. “Cut short your losses and let your 
profits run.” One hundred men can take a 
big loss to one who has the nerve to hold 
out for a big profit. And yet only by fol- 
lowing this rule can you hope to win out 
against the handicaps of (a) the psychology of 
the market, (b) broker’s commission, (c) 
taxes, and (d) “invisible eighth” (or more 
often % or 4). 


Srxtu. Don’t let your desires influence 
your judgment. Usually one who is long 
of stocks appreciates only the bull argu- 
ments. 

SeventH. If you are a long pull operator 
trade only when the doings of Wall Street 
are featured on the front pages of the daily 
newspapers. These are almost sure to be 
turning points because they are periods of 
great excitement, extreme prices, and large 
volumes. All of which indicate great public 
participation. And it’s a sure win to move 
against the public. 

E1icutx. Have patience! And then have 
more patience! In my opinion this is the 
rarest characteristic amongst speculators, Wait 
for the right time to get into the market 
and wait for the right time to get out. Per- 
sonally, I have found patience the hardest 
characteristic to acquire. Looking back upon 
my speculative deals I realize that in the 
majority of cases I was right on the trend but 
I bought too soon and sold before I should. 
Have patience—the market is always there. 
Lost opportunity may be hard to look back 
upon but it never broke a man yet. Examine 
your data, decide when you should buy or sell, 
and stick to your guns so long as the con- 
ditions remain unchanged. 

NintH. Re-read rule one carefully. 


TenTH. Now read it again and apply it to 
some of your past deals. You'll violate this 
rule in your next campaign unless you are 
careful. A mighty good plan is to apply this 
rule conscientiously to every single commit- 
ment you make. 














Mining Notes 





Ahmeek—A Houghton, Mich., dispatch 
Nov. 8, 1917, shipped 110,000 tons of rock, 
averaging 23 lbs. copper in October. 


Alaska Gold—Operations for October re- 
ported as follows: Ore milled, 191,610 tons; 
assay, 1.07; extraction, 79.79%, tailings, 21.6. 


American Zinc—Receipt of small orders 
for high-grade spelter improves the outlook 
in the industry for the year, and that better 
conditions would prevail for the higher 

ade metal. For three months ended Sept. 

operating profits are $175,000, without al- 
lowance for the $250,000 settlement to be 
made with Minerals Separation Co. Bal- 
ance sheet Sept. 30 showing net quick as- 
sets $4,500,000, includes $2,600,000 in ores 
and spelter at cost. Preferred dividends, in 
opinion of officials are secure. 


Anaconda—October production is 22,336,- 
460 lbs., against 2,800, and 31,500,000 in 
October, 1916. Production totaled 211,325,- 
000 Ibs. for 10 months compared with 248,- 
900,000 Ibs. in corresponding period, 1916. 
Company is said to be increasing holdings 
in Inspiration, of which it carries about 
200,000 shares. No plan of control is under 
discussion. Both managements are closely 
allied, with John D. Ryan the dominant fac- 
tor. Company has 10,000 employees at work. 
For first time since June night shifts are 
working in Anaconda Mountain Con, Moun- 
tain View, Original, Stewart and Leonard 
properties. 

Arizona Commercial—Mine in 1917 
should produce about 3,500,000 Ibs., which 
means for nine months, as it was shut down 
on account of strike. Net earnings from 
this will be about $550,000, after taxes, 
Company has nearly $500,000 in treasury. 

Braden—Reports October production as 
5,414,000 Ibs., compared with 5,348,000 pre- 
ceding month and 4,048,000 in October, 1916. 

Butte & Superior—Produced in October 
12,000,000 Ibs. zinc in concentrates, and 233,- 
500 ounces silver. Tons mined totaled 41,- 
000, concentrates 12,700, and recovery 96%. 

Calumet & Arizona—Reports October 
production as 4,670,000 Ibs., against 5,250,- 
000 in September, 4,296,000 in August and 
3,551,205 in July. 

Calumet & Hecla—Understood that under 
its contract with Minerals Separation Com- 
pany, will pay a royalty of a cent a pound 
on copper recovered by the process. 

Cerro De Pasco—Reports September pro- 
duction 7,325,032 Ibs., compared with 7,041,- 
000 in September, 6,035,000 in August and 
6,262,000 in July. This production is the larg- 
est for any month in its history. Production 
is running at 87,900,384 Ibs. annually. Earn- 
ings in current year are likely to be $10,000,- 

after taxes, or $10 a share, assuming that 
the $10,000,000 6% bonds will be converted 
into stock at 30 a share before the end of 
the year. 
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Chile—In first year of operations ended 
Dec. 31, 1916, earned after interest on bonds 
and loans, $1,936,391. Earnings for six 
months ending June 30, 1917, after bond in- 
terest and depreciation, are $5,377,743, or 
$1.42 a share. 


_ Chino—Preliminary figures for October 
indicate production as 6,333,017 lbs., against 
7,719,496 in September. 


Con. Arizona—Earnings statement, nine 
months shows net operating profits $685,- 
776, before deduction for war taxes, against 
$566,724 in the corresponding period of 1916. 


Con. Copper Mines—Is producing 1,200,- 
000 lbs. monthly from 1,800 tons daily, in- 
cluding smelting ore. One 500-ton mill unit 
is in commission—recovering close to 90% 
at times and averaging 75%. Company pays 
the low royalty rate of 4c. per ton for the 
use of oil flotation under Minerals Separa- 
tion license. 


Con. Interstate Callahan—Produced in 
October 4,485,920 Ibs. of zinc, 911,800 Ibs. of 
lead and 18,000 ounces of silver. Total tons 
milled were 13,500. Operations are normal. 


Copper Range—Is shipping rock to mills 
at rate of 3,700 to 4,100 tons daily. 


East Butte—Production for October is 1,- 
700,000 Ibs., or practically normal. 


Federal M. & S.—Reports net earnings for 
September, after deductions, $112,422, 
against $95,967 for Sept., 1916; an increase 
of $16,455. 


Goldfield Con.—Development work con- 
tinues in mines and levels, resulting in ex- 
traction of large tonnage of ore, some of 
which is of excellent grade. Principal pro- 
duction has come from Mohawk, Clermont, 
Red Top, Laguna and Combination mines. 


Homestake—Will escape burdensome war 
taxes and no dividend cut is anticipated, ex- 
cept possible elimination of the Christmas 
extra of $1. 

International Nickel—Dividend has been 
reduced from $6 to $4 annually. Earnings 
for, six months Sept. 30 show that surplus 
for period was not sufficient to pay the 
regular common dividend. Balance after 
pfd. dividend was only $1.18 a share on the 
common stock. Gross income for three 
months Sept. 30 showed loss $1,139,448, 
compared with previous quarter. Surplus 
for six months, out of which common divi- 
dend is paid, was $1,974,320, showing loss 
of $1,592,473 from balance for the six 
months ended Sept. 30, 1916. This was 

ractically entirely due to the reserve of 
$1,741,140 set aside for war taxes for the 
period. 

Kennecott—Reports October production 
as 7,116,000 Ibs., compared with 7,100,000 
Ibs. the preceding month and 7,300,000 Ibs. 
October, 1916. 
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Kerr Lake—Silver output October totaled 
213,802 ounces. 


La Rose—Is negotiating with Northern 
Mining Co. to secure the Morrison prop- 
erty near Miller Lake O’Brien. It is un- 
derstood development of Morrison will be 
advanced to determine values, which, how- 
ever, are fairly well established. 


Mammoth—Diviiend of 10c. a_ share, 
Nov. 3, makes $1 paid in 1917, or 100%. To- 
tal to date is $2,820,000, or about $7 a 
share. 


Mass Consolidated—Rock shipments 
have been increased 150 tons daily until 
they average close to 700 tons. 


Miami—Announces October production 
2,673,775 lbs., compared with 1,900,000 in 
September and 4,859,443, October, 1916. 
44,500,000 Ibs. of copper in 1917 is predicted 
in reliable quarters. Officials are striving 
to get out 4,000,000 Ibs. in November, and 
5,000,000 Ibs. (normal production), in De- 
cember. Officials have not figured out war 
taxes because of uncertainty as to just what 
constitutes “invested capital.” 


Nevada—September production was 6,- 
524,352 Ibs., compared with 6,439,984 in Au- 
gust and 7,253,337, July, 1917. Preliminary 


figures for October indicate 7,000,000 Ibs. 
Nevada-Douglas — Reports 


net income 


20,000 a month. 


New Arcadian—Is making slow progress 
with its sinking toward the 1,950-it. level, 
because of lack of labor. 


New Cornelia—October production set a 
new mark at 3,628,000 lbs. Unofficial ad- 
vices from Arizona state that 2,200,000 Ibs. 
represented cathode bars. Ore reserves are 
placed at 75,000,000 tons. Thirty-five per 
cent. is carbonate and 65% sulphide. Car- 
bonate ores are being treated by the leach- 
ing process at a cost of about 9c. a pound. 
Mining cost is reported 25c. a ton. 


New Jersey Zinc—The unfavorable re- 
port for the quarter reflects the full effect 
of lower prices for all kinds of zinc metal, 
from July 1 to Oct. 1, and advances in the 
costs of all kinds that enter into the busi- 
ness. Net earnings for quarter ended 
Sept. 30 $5,593,985, compare with $8,304,- 
511 for same period 1916, a decrease of $2,- 
710,526. After eg $2,126,317 Federal 
taxes, balance was $9.57 a share on capital 
stock, against $23.39 in the same quarter of 
1916. 


North Butte—Reports Granite Mountain 
shaft destroyed by fire in June has been re- 
built and preparations completed for the 
resumption of mining. Output was 1,691,- 
080 Ibs. copper and 53,737 ozs. silver for 
October. 


Osceola—Future depends on North Kear- 
sage and Old Osceola. South Kear- 
sarge is becoming a negative proposition. 
North Kearsarge rock may show better 
with greater depth. Old Osceola is con- 
fronted with high mining costs. The prob- 
lem is whether remaining richness of South 
Kearsarge should be sacrificed. 


Quincy—Reports richest copper shoot 
ever opened is on the west vein at the 65th 
level. ‘ 

Ray Consolidated Copper Co.— Pre- 
liminary figures of October production in- 
dicate 7,770,000 Ibs. of copper, against 7,- 
413,881 in September. 

Shannon—Following order of the Gov- 
ernment mediation commission Shannon 
Copper will open its mill and smelter on 
Nov. 15, and 700 miners will return to work. 

Shattuck Arizona—Reports net earnings 
for nine months, Sept. 30, 1917, $1,495,876. 
Shrinkage in net for third quarter, $138,985, 
against 1916 figures $660,732, was due to 
labor troubles in Bisbee. 

_ United Eastern—Reports $115,000 profits 
in October, versus $120,000 in each of the 
previous months. 

United Verde—Has omitted the usual ex- 
tra of 75c. monthly with the current regular 
dividend, the s2me amount. 

United Verde Zxtension—Reports Octo- 
ber production 5,000,000 Ibs. versus 4,700,- 
000 Ibs. in September, 4,000,000 Ibs. in Au- 
gust, and 3,800,000 Ibs. in July. Ten months 
1917 production is 46,900,000 Ibs. against 
full 1916, 36,000,000 Ibs. 

Utah—Reports preliminary production 
figures for October of 18,100,000 Ibs., 
against 17,839,378 September and 18,796,021 
in August. Net profits for year are esti- 
mated at $32,500,000, or $20 a share, before 
taxes. Earnings for first half of year $17,- 
809,860, were about $11. Officials are in the 
dark as to war taxes, and incline to the be- 
lief that the matter will have to be deter- 
mined by Treasury Department. Utah would 
still have something like $8,900,000, or the 
equivalent of $5.50 to meet war taxes after 
paying dividends $14.50 a share. They em- 
phasize that a promiscuous discussion of 
war tax question tends to obscure the big 
equities created in the war period. 






































Mining Inquiries 





Low Priced Coppers Which Should Be Sold 


B. N. D., Fairview, W. Va.—Tennessee 
Copper & Chemical’s position is undergoing 
steady improvement. The operating company, 
the Tennessee Copper Co., is increasing its 
output of sulphuric acid, which is being sold on 
a profitable basis, while its operations in other 
directions are proceeding satisfactorily. 

The stock, however, pretty well discounts 
the favorable developments at the current 
price, especially since the trend of the market 
as a whole is downward. As a long pull pur- 
chase the stock should prove profitable, but 
we consider it very probable that it may be 
purchased at lower levels before it has any 
further substantial advance. Dividends are 
not near. 

Of course the general market situation has 
changed a great deal since we last wrote you 
about this stock. Generally speaking, we are 
advising holders of non-dividend paying specu- 
lative securities to sell them and await a favor- 
able opportunity to reinvest the money in high- 
grade dividend paying stocks of established 
merit. 

Of course, North Butte is paying dividends, 
but the chances now favor a reduction rather 
than an increase, because of the heavy burden 
of taxation which the company must bear and 
the consideration that a conservative policy 
with regard to dividends is recognized as the 
best policy by all mining companies under war 
conditions, except, of course, those which are 
concerned more with stock-jobbing than with 
good management. We realize that in advis- 
ing you to sell your holdings, we are advising 
you to take pretty large losses, but nevertheless 
we believe that in the long run it will work 
out to your advantage if you follow this 
recommendation. 


Inspiration in Vulnerable Position 


W. J. M., Bogota, N. J.—Inspiration Copper 
is in a vulnerable market position. The com- 
pany will suffer very heavily from excess 
profits taxation and it is doubtful, under war 
conditions, whether it will be justified in main- 
taining a dividend rate of even $4 a share. 
We suggest that you sell the stock, for we be- 
lieve that you will have the opportunity of 
reinvesting your money to much better ad- 
vantage in some sounder security. 





Two Curb Mining Issues Worth Holding 


M. C. L., Waynesboro, Va.—Such issues as 
Howe Sound and Ray Hercules have good 
possibilities for a long pull. The former is an 
excellent mining stock investment and in years 
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to come should show the holder a very hand- 
some profit over present prices. Ray Hercules 
is more lative as the company has not 
yet established itself as a producer of im- 
portance, but the indications are that it will 
be able to do so. If you are willing to assume 
the speculative risks, which exist in all un- 
developed mining propositions, with the idea 
that you may realize very large profits eventu- 
ally, we suggest that you hold the stock. 





Utah and Anaconda Compared 


C. T. H., McKeesport, Pa——Utah Copper in 
1916 earned $39,738,675 on a total capital in- 
vestment of $62,484,658, or approximately 
634%4%. Consequently Utah will have to pay an 
excess profits tax on profits in excess of 33% 
on which excess the levy will be 60%. 

Tue MaGazine oF WALL StrReer recently 
published a table of estimated earnings of the 
principal copper companies for 1918, after 
allowance for the fixed price of 2344c, and ex- 
cess profits taxes, compiled by a reliable 
authority. This table showed that Anaconda 
could be expected to earn in 1918 $11.50 a 
share after taxes, or a fair margin over its 
current dividend rate of $8 annually. Utah's 
earnings were estimated at $11.40, or at a rate 
considerably below the current dividend rate of 
$14 annually. These indicated results for 1918, 
compare with actual earnings of $24.85 per 
share for Anaconda in 1916, and $24.46 per 
share for Utah. According to the foregoing 
estimates, Anaconda would hardly be justified 
in continuing its present dividend rate, while 
Utah would find it impossible. In the case of 
Anaconda, however, the strong position of the 
cempany must be given due weight. 

If you continue te hold Utah, you may count 
on a much reduced interest return. Anaconda’s 
dividend at the worst would probably not be 
cut as radically. We suggest that you sell 
your Utah and hold Anaconda. 





Two Coppers 


O. C. V., Portland, Ore—Chile Copper will 
not be seriously affected by excess profits 
taxation according to our interpretation of the 
law. We regard this company, however, as 
being heavily over-capitalized and believe it 
will take a long time for it to grow up to its 
capitalization. On the basis of intrinsic value 
and prospects, the stock is selling high and we 
advise you to dispose of it. 

Chino Copper is in a vulnerable market posi- 
tion and we expect it to go considerably lower. 
You should place a stop loss order and sell it 
on any rally. The company will be hard hit 
by excess profits taxation. 
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Sears Roebuck—Growth and Prospects 


In Last Decade Sales Have Tripled and Are Continuing to 
Gain—Net Income in 1916 Equal to Entire Tangible 
Assets of Ten Years Ago—Not Affected by- 

Hard Times—Stock Dividends 





By FREDERICK LEWIS 





EARS ROEBUCK stock makes a 
special appeal to investors because 
of the fact that few corporations 
have such a remarkable record of 
consistent growth. The accom- 

panying graphic shows strikingly how great 

this growth has been and how the improve- 
ment from year to year has taken place 
without a break. 

Since 1908 every year has shown a sub- 
stantial increase in sales over the preceding 
year, and net income available for dividends 
during these eight years has also shown an 
increase each year without a break. This is 
truly an unusual record and a very strong 
confirmation of the claim that Sears Roe- 
buck is one of those lucky concerns whose 
business is not seriously affected by hard 
times. 





Properties 


This company conducts the greatest mail 
order business in the country. Its main of- 
fices and factories are located in Chicago, 
but it has large branch offices in Seattle, 
Wash. and Dallas, Tex., as well as distribut- 
ing warehouses in various parts of the 
country. It also owns a controlling interest 
in many manufacturing plants throughout 
the United States. A very considerable por- 
tion of its products are, therefore, sold direct 
from the factory to the consumer. 

The policy of the company, however, has 
not been to make a large percentage profit 
on its sales, and this is the real secret of its 
great success. It gives big value. For every 
dollar of merchandise sold an average profit 
of 12 cents on the dollar is planned. It can 
be seen, therefore, that Sears, Roebuck & 
Co.’s customers get an unusually square 
deal, and as a result they usually come back. 


Remarkable Growth 


Investors who purchased the stock of this 
company when it was first available to the 
public certainly made one of the most lucra- 
tive investments in the industrial field. 
Table I shows the range in the prices of the 
stock since it was listed on the New York 


Stock Exchange. In the years 1906, 1907 
and 1908 it was possible to purchase the 
stock at from $20 to $50 a share. 

Suppose, for example, that 100 shares was 
acquired at $50 a share in 1908. This is how 
the investment would stand at-the present 
time: 


Cash Dividends 1909 344% 
Cash Dividends 1910 7%............... 
Stock Dividend of 33 1-3% in 1911, in- 

creasing holdings to 133 1-3 shares... .... 


Cash dividends in 191] ................ 865.00 
Cash dividends in 1912 ................ 933.00 
Cash dividends in 1913 ................ 933.00 
Cash dividends in 1914 ................ 933.00 


Stock dividend of 50% in 1915, increas- 
ing holdings to approximately 200 
CORK idiuviisccusashe tacatndivcebe — 
Cash dividends im 1915............... 1,100.00 
Cash dividends in 1916 ...............- 
Stock dividend in 1917 of 25%, increas- 
ing holdings to 250 shares........... 
Cash dividends in 1917 


Total dividends received up to date. . . $8,964.00 
Present market value of 250 shares 


WD Be Ws ini vacsosssnbstamknseel $34,500.00 
BOD in cwicdie’s cocccccccesbagnaneien $43,464.00 


This total compares with an original in- 
vestment of $5,000. In nine years’ time, 
therefore, the investment has increased over 
8% times. 

Conservative Policy 

In spite of these liberal dividend payments 
the company has been conservative, as 
earnings have always been well in excess 
of disbursements to stockholders. In 1916, 
for example, 26.55 per cent was earned on 
the stock, as against only 7 per cent paid. 
In 1915 17.57 per cent was earned and 7 per 
cent paid. For the past ten years the aver- 
age net income available for dividends has 
been $7,750,000, and the average dividend 
payments $2,700,000, so that in these years 
only a little over one-third of the company’s 
surplus earnings have been paid out. 

As a result of this conservative policy 
Sears Roebuck is in unusually strong finan- 
cial condition. Table II illustrates how its 
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financial strength has grown in proportion 
to its great expansion in business. Although 
gross sales have more than doubled since 
1911 the proportion of working capital to 
gross sales is larger now than it was at 


that time. 
Tangible Assets 


The company’s present huge business was 
built up with an original relatively small 


Position of Stock 

Sears Doebuck common stock at present 
prices of around 138 yields 5.8 per cent, 
which is a very low yield for an industrial 
stock in these times. There are several 
good reasons for this high investment rating. 
As pointed out in this article the company 
has had an uninterrupted growth for the 
past decade, through both good and bad 








TABLE I—SEARS, ROEBUCK RANGE OF STOCKS 


Common 
High Low 


63% 50 

57 20 

56 24 
169% 55 
199 86150 
192 125% 


Common 
High Low 
140 
154% 
170% 


Preferred 
Year Hi Low 


121 221 
116 213% 
120 197% 
121% 209% 131% 
125 233 168% 
116 238% 133 








investment. Net tangible assets a decade 
ago were not much more than the net earn- 
ings the company is now able to show in a 
single year. Even at the present time net 
tangible assets are only equal to about $86 
a share. Good will and trade marks are 
carried at $30,000,000. If any company is 
justified at placing a large value on good 
will this company certainly is, as that is the 
very basis of its business. 

Since the first of the year Sears Roebuck 
has been showing a steady improvement in 
earnings. October sales were the greatest 
in its history. For the ten months ended Oct. 
31, 1917, sales totaled $139,531,416, an in- 
crease over the same period of last year of 
no less than $28,613,118 or 25.8 per cent. 
Prospects are that the remaining two 
months will show just as good a rate of in- 
crease, in which case gross for 1917 will 
cross $171,000,000. 

It is anticipated that the margin of profit 
on this business will be approximately the 
same as in 1916. There will, of course, have 
to be deductions for war taxes, and this item 
will probably be somewhere between $2,- 
000,000 and $3,000,000. Surplus available for 
dividends should be in the neighborhood 
of $17,000,000, after allowing $3,000,000 for 
war taxes, as compared with $16,000,000 in 
1916. This is equal to $22.66 a share on the 
$75,000,000 common stock now outstanding, 
as compared with $26.55 a share earned on 
ee common stock outstanding in 

All things considered this should be re- 
garded as a remarkably fine showing. 


times, and there would seem to be no good 
reason why this growth should not continue. 
The present 8 per cent dividend is being 
earned about three times over, after allow- 
ing for taxes, depreciation, etc. The strong 
financial condition of the company places it 
in a position that should enable it to be 
still more liberal to its stockholders. In 
other words, the future is likely to hold 
melons of stockholders in the shape of extra 
disbursements, which are very likely, as in 
the past, to take the shape of stock divi- 
dends. 

Under present market conditions one 
hesitates to suggest the purchase of other 
than the very highest grade investment is- 
sues. Sears Roebuck, however, while semi- 
speculative, has so many strong points to 





ee enmeeenel 
TABLE II—SEARS, ROEBUCK 
Ratio of Working Capital to Gross Sales 


Working Gross 

Capital Sales 

9,858,584 68,513,957 
8,838,494 $3,164,021 
1,476,373 95,584,798 
1914 ...... 12,588,632 101,121,654 
1915 ...... 19,641,879 112,665,725 
1916 ...... $23,213,717 $146,838,511 





Ratio 
eer 
ys caeen 
RE 56 “ab 








recommend it to the investor that it is well 
worthy of consideration at present prices. 
Last May, which is after the April stock 
dividend was paid, the stock sold as high as 
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17634, so that at present levels it is down 
nearly 40 points. It is quite possible that it 
may decline further, but, on the other hand, 
it may be scraping bottom now. 


Purchase on a Scale 

A good plan for the investor to pursue, 
who desires to become a stockholder, is to 
purchase, say, one-third of the amount of 
stock desired at present levels on a further 
decline of, say, 5 points, buy another third 
and pick up the last third if there is another 
recession of 5 points. 

The 7 per cent. cumulative preferred stock, 
of which there is $8,000,000 outstanding, can 
be regarded as one of the highest grade in- 
dustrial preferred stocks available to the pub- 
lic. The working capital of the company 
alone is nearly three times the par value of 
the preferred stock. As there are no bonds 
or other debts, except current accounts pay- 
able, this security has first claim on all the 
assets of the corporation. 
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Editor, MAGAZINE oF WALL STREET: 
CAREFULLY studied Miss Tarbell’s 

“Investment Creed of a Self-Sup- 

porting Woman.” It was a fine ar- 

ticle and will appeal to the thous- 
ands of investors who look to you 
for this kind of guidance. But after reading 
it over I felt like “a stranger without the 
gates,” for, alas (please don’t publish my 
name), I’m a speculator! What's the use of 
a pair trousers to a Gordon Highlander? 

But it’s a safe bet that a number of your 
subscribers belong to the Legion of the Lost, 
the rank and file of unsafe and unsane “specu- 
lators,” who make up a sort of Foreign 
Legion in the hurly-burly of the financial ma- 
chine called “Wall Street.” To compensate 
them for this oversight on Miss Tarbell’s 
part (and I sincerely hope she will rectify 
the omission some day), I respectfully offer 
my “Speculative Creed of a Self-Protecting 
Male.” 

1, Don’t “play” the market. The market 
is not a plaything. It’s a business. If you 
“play,” you must pay. 

2. Don’t call gambling “speculation.” Gam- 
bling is “taking a chance—minus.” Specula- 
tion is chance—plus judgment, plus merit. 
Keep your eye fixed to the last word. 

3. Don’t be a hog when you mean to be a 
speculator. “Profit” is spelled the same way 
in four different languages. One way is 
enough for a speculator. 





4. Don’t hang on to your “cats and dogs” 
out of sympathy. Parting is sweet sorrow 
There’s safety in divorce. Be safe. 

5. Don’t help the promoter who’s “long 
of promises and “short” of money—your 
money. Let him cover at somebody else’s ex- 
pense. 

6. Don’t worry over yesterday's folly, just 
remember it and its lesson. Be wise today. 

7. Don’t be overconfident, or too pessimis- 
tic. Stick to the hard road, never mind the 
“L” or the subway. 

8. Don’t plan on a paper profit. “Hoover- 
ize” on your pencils till you cash in. 

9. Don’t give the neighbors the idea that 
your presence is essential to Broadanwall. 
He’s old established, and the ticker’s a sticker. 
Take a vacation and see. 

10. Don’t go long of Ambition and short 
of Cash. Reverse your position and main- 
tain it. 

11. Don’t trust the friend of an “insider” 
for “inside” dope. You're the “insider’s” real 
friend. He'd soon be an “outsider” without 
you and me. 

12. Don’t ever take a flyer to make up for 
a bad break. One mistake is a hard luck 
story. Two mistakes is a bad habit. 

13. Don’t ever speculate without “stop” 
loss orders. Long or short, marry them. Do 
it right away. 












' 
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Unlisted Security Notes 





All Package Stores—Judge A. N. Hand 
has appointed receivers for this $25,000,000 


corporation, operating 141 retail stores. 
American Founders—Net earnings 


of $404,641 for Te fiscal pea is $5.98 on $4,- 
000,000 common after pfd. dividends, against 
$4.98 the previous year. Profit and ioss sur- 
ag F scene compares with $909,178 Aug. 


Carbon Steel—Five years previously 
showed net profits of $28,443. The 1917 re- 
port showed profits $2,234,000. In 1912 pay- 
roll was $350,000, against $1,813,000 in 1917. 
Now has orders on hand of $8,258,000. Agi- 
tation against management resulted in reso- 
lution to make quarterly earning statements. 
Some large holders favor a plan to list these 
securities on New York and Pittsburgh 
Stock Exchanges. 


Charcoal Iron—Balance sheet, Sept. 30, 
1917, shows assets and liabilities of $11,- 


Cramp & Sons—Confirms purchase of De 
La Vergne Machine Co.’s plant in New 
York, covering 5% acres, for $1,500,000. 


duPont deNemours—Pierre S. duPont, 
— defendant in the duPont stock suit, 


as asked that bill in equity filed by plain- 
tiffs be dismissed, thus disposing of the fa- 
mous suit, involving $60,000,000, in favor of 
the defendants. 


Ford Motor Co.—Judge Hosmer has hand- 
ed down a decision compelling company to 
distribute $60,000,000 in accumulated divi- 
dends, as asked in the suit brought by John 
F. Dodge. Stated that Henry Ford planm : 
to use this to build a new type of blast fur- 
nace for tractors at River Rouge. 


Gillette Razor—With announcement of 
initial quarterly dividend, $1.75, on new capi- 
talization, 190,000 shares; net earnings from 
Sept. 20 to Nov. 1 are given as $666,970. 


Hendee Manufacturing—After pfd. divi- 
dends earned a balance for its $10,000,000 
common of $385,699, or 3.8% in 1917, against 
$49,272, less than %4% a year ago. An aver- 
age balance of only 2.2% in the last three 
years upon the common was earned. 


Hercules Powder—Balance after pfd. divi- 
dends of $3,949,436 for 9 months is $55.24 a 
share, compares with $179.47 for compara- 
tive period of 1916. Balance sheet, Sept. 30, 
1917, shows profit and loss surplus $14,471.- 
rem compared with $15,292,963 Sept. 36 
1916. 


International Motor—Reports an order 
from Government for trucks valued at $4,- 
000,000, of new “A-C” Mack model, from 
5% to 7% tons. 

Mercantile Stores—Report to noteholders 
under the Claflin reorganization announces 
that additional payment of $1,065,000 will be 
made, so that by end of 1917 there will have 
been paid $16,715,093 to former Claflin cred- 
itors. 


P. & O. Navigation—Closed a deal for 
buying 27 large freight steamships from Ed- 
ward Hain & Son Co., or 108,000 gross tons 
of shipping. The transaction was by pur- 
chase of shares involving £4,000,000. 


Savage Arms—Third quarter operating 
profits were $845,829, and balance for the 
junior stock after $250,000 deduction for 
taxes and reserves was $564,486, $6.39 a 
share. Company is making important ex- 
tensions to its plants. Although officials 
refuse to discuss orders for munitions for 
Government, it probably has contracts en- 
oe capacity operations until close of 


Swift Canadian—Filed notice at Ottawa, 
Can., of increase in capital stock from $3,- 
000,000 to $5,000,000, consisting of 20,000 
shares of $100. 


Triangle Film—Has acquired all stock of 
Keystone Co. and majority of Majestic and 
Reliance. Capitalization now is $5,000,075. 


Underwood Typewriter— Reports net 
profits for eight months 1917 $1,900,000, a 
gain of 40% over the same period 1916. On 
this basis earnings show dividend balance of 
about $3,000,000, or $30 for the common after 
deducting 7% on pfd. Underwood seems to 
have been helped by the war. American de- 
mand for typewriters has greatly expanded. 
Sales are reported breaking all records. 


Union Carbide & Carbon—Has cast aside 
any thought of realizing net profits during 
final quarter 1917. A substantial loss during 
this period is predicted. Five out of six re- 
fineries are shut down for lack of raw sugar. 
The company is in the grip of an interna- 
tional sugar situation which cannot be 
ameliorated until new Cuban crop comes 
along. Fortunately company had a prosper- 
ous year to Oct. 1 and losses of final quar- 
ter have a big balance of net in which tc be 
absorbed. 


Union Mills, Inc.—It is stated that Kidder, 
Peabody & Co. offered at $50 per share 20,- 
000 shares of common stock, without par 
value, of this New York company, succes- 
sor to the Massachusetts company of similar 
name. . 
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Tidal Swings of the Stock Market 


Part V—Relation Between the Market and Business Condi- 
tions— Different Ways of Measuring Changes in 
Business Activity—Practical Conclusions 





By SCRIBNER BROWNE 





(Author of “How to Read the Financial Page,” Etc.) 


HE statement that there must be a 

ea connection between the broad 

changes in business conditions and 

the tidal swings of the stock mar- 

ket is so obvious as hardly to re- 

quire demonstration. Stock dividends are 

based on the earnings of the corporations 1is- 

suing the stocks, and those earnings change 

with changes in the activity of business. 

Hence it is clear that the prices of stocks are 

in part dependent on business prosperity or 
depression. : 

The important question is, What is the na- 
ture of this relationship between stocks and 
business? Which factor precedes the other, 
or do they move in unison? If, as we may 
reasonably expect, we find some degree of 
regularity in their fluctuations, is the degree 
of regularity great enough to afford us any 
practical assistance in judging the future of 
the stock market or the outlook for business? 


Measuring Business Activity 


Any reliable record of the quantity of busi- 
ness handled, either in all lines or in any 
great, fundamental branch of activity, will of 
course show to some extent changes in busi- 
ness conditions. 2 

The only record that would reflect business 
activity exactly would be a record of all goods 
produced and all goods exchanged, expressed 
in quantities—that is, in tons, bushels, dozens, 
and so on. No such statistical record is to 
be had, and it is not at all probable that any- 
thing of that kind will ever be available. The 
labor of keeping track of such statistics and 
of collecting and compiling the figures would 
be prohibitive. 

It follows that we cannot have a complete 
and accurate record of business conditions, 
What we have to do is to look over the va- 
rious figures available and select those which 
come the nearest to expressing general busi- 
ness activity. There are at least four classes 
of figures which may be used for this purpose, 
All have their defects and their advantages. 
I will discuss them as briefly as possible. ; 

I. Banx Cuzartncs.—For many years a fair- 
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ly complete record has been kept of the total 
money value of checks passing through the 
bank clearing houses. There have been minor 
variations in the figures included, but not suf- 
ficient to interfere seriously with the broad 
changes to be observed. 

This is the record most commonly used in 
discussing business activity. It has, however, 
two serious defects. First, the very large 
sales of securites, on the stock exchanges and 
outside of them, are all paid for by checks 
and therefore appear in the bank clearings. 
Many of these sales are speculative and there- 
fore may not closely correspond with changes 
in the actual production and sales of goods 
intended for consumption. 

This difficulty is often remedied in part by 
taking the bank clearings outside of New York 
City—since in that city somewhat more than 
half of the bank clearings usually represent 
sales of securities. But there is still a con- 
siderable speculative element left in the bank 
clearings outside New York. f 

The second great defect in bank clearings 
as a business record lies in the fact that they 
show, not the quantity of goods manufactured 
and exchanged, but the money value of those 
goods. Hence if the price of any article rises, 
the bank clearings based on that article will 
rise also, even without any change in the ac- 
tual quantity of that article that is being made 
or sold. So in a time of generally rising prices 
the bank clearings may show a great gain 
without any gain at all in the quantity of 
goods being handled. At the time this is 
written, the general level of prices has risen 
almost 100 per cent. in a little over three 
years. Under such conditions it is evident 
that bank clearings will afford a very poor 
measure of business activity. 

It might be thought that this difficulty could 
be avoided by dividing the bank clearings by 
an index figure representing the general price 
level, but actual experiment shows that this 
plan isnot a success. The trouble is that we 
have no way of knowing what part of the bank 
clearings is based on things which have risen 
or fallen in price. 
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II. Rarcroap Gross Earnincs.—In a rough 
way, the gross earnings of all the railroads in 
the country change with changes in business. 
Variations in mileage operated are not enough 
to vitiate the results. Changes in rates, how- 
ever, do interfere seriously. A 10 per cent 
increase in rates would of course cause a 10 
per cent gain in gross earnings without any 
change in the tonnage hauled. If we had fig- 
ures showing the number of tons of freight 
transported monthly, that trouble would be 
eliminated, but such figures are not now avail- 
able. 

There is also a. very wide “seasonal varia- 
tion” in gross earnings, since the roads haul 
much more business in the fall than in the 
winter and spring. This variation can be al- 
lowed for by computations based on past 
years, but the results are rather unsatisfactory. 

A still greater difficulty is that a complete 
tabulation of gross earnings is not available 
until two months or more after the business 
was actually hauled. This keeps the statisti- 
cian constantly behind time. 

III. Commopity Prices.—Rising prices 
stimulate business and falling prices depress 
it. Depending on that principle, we could, 
before the war, get a very good idea of busi- 
ness activity by keeping a record of the aver- 
age level of commodity prices. Several index 
numbers of these prices are made up monthly, 
Rradstreet’s and Dun’s being perhaps as good 
as any and promptly available. 

But this principle holds good only under 
reasonably normal conditions. When, as at 
present, the rise in prices is in part due to a 
great inflation of credit, resulting largely from 
changes in our bank laws, or when it is due 
to actual famine in various lines, so that a 
further rise in price fails to cause any per- 
ceptible increase in production, then we can 
no longer conclude that higher prices mean 
more active business. They may in fact check 
business by catising wide-spread apprehension. 

IV. Unrrmiep Orvers.—If we had a com- 
plete record of the unfilled orders (measured 
in quantities) of all the business concerns in 
the country, that would give us a better and 
earlier index to commercial activity than any- 
thing else. The orders come first. Production 
follows. Next comes transportation. Still 
later, in most cases, payment for the goods. 
Hence orders precede all such figures as iron 
production, railroad gross earnings (even if 
those were obtainable as soon as earned, in- 
stead of long afterward), or bank clearings. 

Unfortunately, most companies are very shy 
about giving out their unfilled orders. The 
only current record we have that would be 
available for this purpose is the unfilled ton- 
nage statement of the U. S. Steel Corpora- 
tion, which is given out regularly on the 10th 


of each month for the last day of the pre- 
ceding month. 

True, this is the statement of a single cor- 
poration, which may be affected by special 
conditions; but the Steel company is such a 
predominating factor in the steel and iron 
business of the United States, and the steel 
business is such an important index to activ- 
ity in all lines of construction, that its state- 
ment of unfilled orders is entitled to more 
weight than might at first be imagined. 

A large part of the steel manufactured is 
always used for new construction, and new 
construction is the best index of changes in 
business conditions. Consumption of goods in 
other ways, outside of new construction, va- 
ries somewhat, but varies far less than the 
quantities of material used in new construc- 
tion. In fact, in the United States at any rate, 
large new construction is necessary in order 
to create and maintain what we call “pros- 
perity.” 

In the graph herewith, therefore, I have used 
a line showing U. S. Steel’s unfilled orders 
from month to month. Under present con- 
ditions, at least, I believe it is a better gauge 
of business activity than anything else that is 
available. 

Two points must be borne in mind in re- 
gard to these unfilled orders. First, previous 
to 1908 “intercompany” orders were included 
in this statement, so that the total as shown 
was relatively greater than in subsequent 
years. That is the principal reason why un- 
filled orders for 1912, for example, appear to 
have been less than for 1906. But this change 
did not seriously interfere with the broad 
upward and downward swings in the unfilled 
tonnage. 

Second, the decline in unfilled tonnage in 
1917 has been partly due to the fact that the 
company has been holding back its capacity 
in order to be in a position td handle gov- 
ernment war orders promptly. But even with- 
out this influence there would, I believe, have 
been some falling off in orders due to the 
absurd level to which steel prices had been 
forced. 

Another point to be noted is that down to 
June 30, 1910, these orders were made public 
quarterly, instead of monthly. The result 
is that changes do not appear on the graph 
as accurately before that date as after it. 

The fact that unfilled tonnage has a nor- 
mally increasing tendency over a considerable 
period of years, while the stock market does 
not have any such rising tendency, is perhaps 
too obvious to require mention. Our com- 
parisons must be made, not between the levels 
of the two lines at different times, but between 
the upward and downward tidal swings, re- 
gardless of the extent of the swing. 
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Business Follows Stocks 


Without going over the graph from year to 
year, which the reader can do as well as I 
could, it is evident that in a broad way this 
unfilled tonnage line follows the stock market 
and that it is usually behindhand at the turns 
by a period of three to six months. 

On page 149 of our Nov. 10th issue appeared 
a small graph showing unfilled tonnage and 
the price of Steel common, which shows that 
the price of that stock follows unfilled ton- 
nage at the upper turns of the tidal swings 
much more closely than does the average of 
50 stocks which is given in the present graph. 
At the bottom turns, however, the price of 
Steel stock anticipates the changes in unfilled 
tonnage by about the same interval as does 
the price of the average of 50 stocks. 

It is usually estimated that the tidal swings 
of the stock market precede changes in busi- 
ness by about six months. In view of the fact 
that unfilled orders are naturally and neces- 
sarily one of the first features of business con- 
ditions to feel a coming change, this graph 
may be said to back up that conclusion. 


We see plainly that the stock market fore- 
casts business conditions. IJ fact, no business 
man can afford to ignore the tidal swings of 
the market. They give him “advance infor- 
mation” as to what he may expect in his busi- 
ness, which is more reliable than any he can 
obtain through drdinary trade channels. 

For the investor, the more practical ques- 
tion is, Do unfilled orders help in judging the 
stock market? Since they are usually three 
or more months behindhand, they give only a 
limited amount of help. Still, since a genuine 
tidal swing generally lasts two years on the 
bull side and one year or- more on the bear 
side, even an indication which is three months 
behind is not to be entirely ignored. In 1917, 
for example, or in 1909, many investors would 
have saved a good deal of money if they had 
sold out when the unfilled orders turned, in- 
stead of holding their stocks until the bear 
market had run its course. 


(The next article will take up the influence 
of psychology on the tidal swings of the mar- 
ket.) 








FROM AN OLD AND VALUED SUBSCRIBER 


1121 Bedford Avenue, Brooklyn, Nov. 10, 1917 
Magazine of Wall Street, 42 Broadway, N. Y. City. 
Gentlemen :— 

I have read with great interest the contents of your Decennial Number. I well recall the 
birth of the old Ticker Magazine and think I was one of the original subscribers, since which 
time I have taken your Magazine on and off, purchasing it at the Subway stations. Recently 
have again entered myself as a subscriber. I have also read a number of your books—“Studies 
in Tape Reading,” “You and Your Broker,” “Financial Statements Made Plain,” “Fourteen 
Methods of Operating in the Stock Market.” 

As an old Wall Street employee—bookkeeper with » cashier and office manager 
with ————, and also as an accountant on the staffs of several firms of certified public ac- 
countante—I have analytically studied the pages of all that you have written and have not 
found you wanting in any of the departments of which I had a thorough knowledge. In 
other directions I have gained much of value in the perusal of the Magazine. 

It was also my pleasure, at one time, when I was the New York manager of the Com- 
mercial Telegram Bureau of Lonéon (an organization similar to the Associated Press of this 
country, with this exception, that it deals only in financial and commercial news) to contribute 
an article to the pages of the old Ticker, on the fallacy of considering newspaper financial 
writers as prophets on stock market movements. I think I brought out the fact that news- 
paper writers are usually greeted in brokers’ offices, with the query, “What do you know?” 
and I dwelt at length on the fact that if the writers knew anything about the future of market 
movements, they would not be working at so much per week. 

All this to demonstrate that I am an old friend and well-wisher of The Ticker and The 
Magazine of Wall Street, and one who is watching its continual growth with the greatest 
interest. 

Thanking you for the many courtesies extended to me in the past, I am, 

Very truly yours, 
J. G. BURGTORF. 

















The Insider’s Viewpoint 


Future Considerations, Not Present Facts, Make Prices— 
Short Selling a Small Factor in Recent Decline 





By THOS. L. SEXSMITH 





ALL STREET’S memory is notori- 
ously short. Booms of yesterday 
are readily forgotten in the gloom 
of today’s depression. It is this 
same short-sightedness and volatil- 

ity which is largely responsible for many un- 
just attacks on the Stock Exchange and its 
-customary practices. 

The trouble with Wall Street and the pub- 
lic interested in its doings is that few people 
in it or of it really understand the true func- 
tions of an open market for securities. All 
know that the Stock Exchange is an institu- 
tion which endeavors to provide ideal facili- 
ties for trading in stocks and bonds. It may 
possibly fall short of providing ideal trading 
conditions, and the more it is influenced by 
uninformed outside opinion in the placing of 
restrictions on trading which can but have the 
effect of lessening the opportunities for free 
trading, the less ideal and more unsatisfactory 
must be the facilities provided. 


Wall Street’s Real Function 


While all are more or less acquainted with 
the physical functions of the Stock Exchange, 
few, as before stated, understand its real func- 
tion in the economic world. It is the business 
of Wall Street to discount the future and to 
translate its opinions into actual concrete 
prices for securities. 

The open market is a place where a con- 
stant appraisal of current security values is 
carried on. But since foresightedness is the 
most necessary qualification for success in in- 
vestment or speculation, it is certain that cur- 
rent prices are of very much less relative im- 
portance than a knowledge of what change in 
values, if any, the next six months or a year 
may bring forth. 

‘It is in this connection that I wish to im- 
press upon the reader an important fact which 
all should know and understand. This is that 
the real, essential difference in the methods 
of the so-called insider in Wall Street and 
those of the average investor and speculator 
is that the former bases his commitments upon 
a consideration of future conditions calculated 
to affect security values, while the latter gives 
almost final consideration to prevailing condi- 


tions. 
The Insider’s Viewpoint 
The real insider is not very much concerned 
with the last month’s statement of earnings 
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in this or that corporation; he is interested 
vitally, however, in the prospect for materially 
larger or smaller earnings several months 
ahead. He does not rush in to buy a stock 
because a news agency or newspaper prints a 
highly favorable statement which originates 
with a corporation in the stock of which ac- 
tive pools are constantly operating. But the 
publication of such statements are almost al- 
ways followed by a reaching for the stock by 
many little outsiders who attach an undue im- 
portance to past or present conditions, and 
who have no knowledge or data on conditions 
which may develop later. 

Investors and speculators, if they wish to 
become successful, must learn to think ahead. 
Few expect to make large profits over night; 
and any reasonable investor or speculator is 
willing to wait months for his profit, if the 
expected percentage on the amount of money 
invested is really worth while. 

That being the case, if one were on the 
point of making a commitment in U. S. Steel, 
for instance, he should be more interested in 
the possibilities for earnings, tonnage and 
dividends next May rather than those of the 
present time. Current conditions are chiefly 
of importance in so far as they show a trend 
towards either betterment or recession. 

Another point to be considered is the length 
of time during which the prevailing trend in 
earnings, tonnage and the market fluctuations 
in the price of the corporation’s stock has con- 
tinued. An up trend, covering two years or 
more, which finally shows a tendency to hesi- 
tate, should be looked upon with suspicion. 
Hesitancy, after so long a time in one direc- 
tion, is a sign of a coming turn. 


Selling of Steel Last Summer 


During last June and July, U. S. Steel, com- 
mon, was selling between 125 and 135, and 
earnings and unfilled tonnage figures, which 
had just before registered peaks for all time, 
were practically at their tops. Daily volume 
of sales in Steel, common, was running close 
to the half-million mark on average, and 
everyone one met was bullish on Steel. 

But it is hardly necessary to remind the 
reader that the insider who had his mind fixed 
on future conditions and not on present fac- 
tors, was not buying Steel at its high prices, 
but rather was selling generously to those who 
were influenced almost solely by what they 
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read and heard about Steel at the time. 

What took place last summer in Steel takes 
place in a minor way in other stocks from 
time to time. Outsiders, like you and me, 
must train ourselves to use the insider’s view- 
point and to look ahead into the future. We 
must learn the important lesson that past 
earnings do not make future prices. 

If the public should once succeed in grasp- 
ing the significance of these vital facts con- 
nected with the making of prices, there would 
be much less heard, at times of great depres- 
sion in stock values like the present, about 
the wickedness of Wall Street and the de- 
structiveness of short selling. 


The Graphic Tells the Truth 


The best possible evidence that short selling 
is not responsible for the decline in stocks 
which has taken place during the present year 
is to be found in the study of the graphic pub- 
lished herewith. 

The top line on the graphic represents the 
price movement of the familiar 50 stock aver- 
ages since 1914; the line below, the important 
swings of 10 investment bonds for the same 
period. 

No one will claim that there is or ever was 
a short interest in bonds. Ofttimes there is 
an important short interest in stocks, and the 
larger that interest becomes the nearer the 
market approaches an important rally. All 
but the merest novice in the Street knows this 
to be a fact. 

Yet despite the lack of a short interest in 
high-grade bonds and the presence of it in 
stocks, the percentage of decline in bonds has 
been far greater than in stocks for the period 
of the bear movement to date. Stocks have 
not as yet lost all the average gain made dur- 
wg 1915 and 1916, while bonds have lost all 
their gain and as much more besides. 

The truth of the matter is that all classes 
of securities, good and bad, have declined be- 
cause of world-wide economic changes which 
have taken place, and which are largely the. 
result of a general readjustment to the un- 
paralleled conditions created by the war. Be- 
cause of the presence in them of many shorts, 
some comparatively poor stocks have held up 
in the declining market better than some of 
the more solid investment issues which never 
attract any amount of short selling. 


Stocks in Weak Hands After Boom 


The decline in the market, now making it- 
self severely felt by holders of securities, was 
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in part, at least, foreseen by those wise and 
important market interests who supplied the 
stocks which the public so eagerly purchased 
during the boom times of 1915 and 1916. 

For a period of about six weeks during the 
fall months of 1916, the fifty stock averages 
worked up and down between the figures 96 
and 101, with a total turnover of approxi- 
mately 60,000,000 shares of stocks for the pe- 
riod, or an average daily turnover of about 
1,500,000 shares. Finally the market broke 
out of this narrow price range, and started on 
a downward journey, which, so far as may 
now be seen, has not as yet reached an end. 
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People strong financially sold much stock 
to relatively weaker buyers in the excitement 
of the boom period. When the economic fab- 
ric began to show signs of yielding, stocks 


began to break under their own weight. Now, 
as the decline progresses, the weaker owners 
are gradually forced to let go as their margins 
become exhausted or other demands for funds 
make sacrifice of their stock holdings neces- 
sary. Finally stocks will again rest for the 
most part in hands strong enough to carry 
them through any eventuality. When that 
time arrives the danger of a further important 
priee decline will be negligible. 











Technical and Miscellaneous Inquiries 





Personal Liability 


Q.—tThere is but one point you did not 
cover—no doubt, I did not mention it in my 
letter of inquiry—and that is as to whether 
any personal liability attaches to stockholders 
by reason of their owning stock in that com- 
pany.’ In Minnesota, mining corporations’ 
stockholders are exempt from liability of this 
sort, and I would like to know the status of 
such stockholders in Delaware, in which state, 
I understand, the Consolidated company was 
formed. What is personal liability of stock- 
holders of American Can, Studebaker and 
National Enameling. 

Ans—No personal liability attaches to 
stockholders of Delaware corporations except 
holders of baak, trust company or express 
stocks. No personal liabi‘ity attaches to 
stockholders of New Jersey corporations, and 
as the National Enameling and Stamping 
Company, Studebaker Corporation and Ameri- 
can Can Company are incorporated in the 
State of New Jersey, stockholders are exempt 
from personal liability. 


Defining Common Stock 


Q.—Will you be good enough to send me a 
complete and concise definition of common 
stock? 

Ans.—Common stock is that part of the capi- 
talization of a company upon which dividends 
may be paid only after satisfying the require- 
ments of the floating debt, bonds, and “pre- 
ferred stock,” if any. It represents the specu- 
lative ownership in a corporation as a rule. 
At times, however, the earnings of the com- 
panies are so large that the “common stock” 
receives much larger dividends than the pré- 
ferred and sells at much higher prices. 

When the earnings of a company very 
largely increase or there. are indications of 
some profitable “deal,” the “common stock” 
is apt to reflect it by a rise in price greater 
than the other securities of the same company. 

In some corporations, after the “common 
stock” has received a certain rate of dividend, 
there is a division of all other earnings be- 
tween the preferred and “common stocks,” or 
some other similar plan is adopted. Thus, a 
“common stock” is not necessarily entitled to 
all earnings after payment of the preferred 
dividend. 

There are many “common stocks” paying no 
dividends, which sell at what appear to be un- 
reasonably high prices. This, among other 
reasons, is because it is expected that divi- 
dends will sooner or later be paid, or that the 
stock may some time be bought for the pur- 
pose of control, and consequently is valuable 
on account of its voting power. 

Although “common stocks” usually carry 
with them voting power, yet there are exam- 
ples of corporations where the control goes 
to the preferred holders, although the pre- 


ferred stock may represent a total par value 
of far less than the common. 

A “common stock’ which has a “cumulative” 
preferred stock preceding it, is not so valu- 
able from a dividend standpoint as if the pre- 
ferred is “non-cumulative” (see the subjects 
in quotations), for unless the earnings of a 
company are so large as to make dividends 
upon both classes of stock almost assured, the 
“cumulative” feature may, at some future 
time, act to the detriment of the common. 


When Dividends Are Paid 

Q.—I purchased through a broker and paid 
for on October 10 some shares in the Shat- 
tuck-Arizona Mining Company. I notice they 
paid a regular and extra dividend on October 
20. Am I not entitled to the dividend on this 
stock? 

Ans.—You are not entitled to the Shattuck- 
Arizona dividend paid on October 20 be- 
cause you did not buy the stock until October 
10, and you were not therefore entered on 
the company’s books as a holder of record the 
date the books closed, namely, September 29. 
In paying a dividend, a company goes by its 
list of stockholders of record on a certain data, 
which date is usually announced at the time 
the dividend is declared. Those having 
stocks transferred to their name after that 
date, do not receive the dividends though they 
own the stock at the time the dividend is 
paid. 

Stop Orders 

Q.—I thank you for your note of yesterday 
in which you say you consider U. S. Steel 
common a sale on any rallies. What would 
you consider a probable rally and at what 
price would you name a stop loss order? 

Ans.—The possible extent of any further 
rally in the railroad stocks or in U. S. Steel is 
dificult to judge and will depend on day to 
day developments. We can only advise you in 
a general way regarding the placing of stops 
and the selling of your holdings at this time. 
We might say, however, that if a rally con- 
tinues and if evidences appear of its going 
further, you may adopt the precautionary 
measure of moving up your stop loss orders. 
In this connection, we suggest that you read 
the letter in the Readers’ Round Table on page 
195 of the November 10 issue of the MaGazIne. 


Dividends on Outright Purchases 

In answering the inquiry concerning divi- 
dends on outright purchases in the last issue, 
an erroneous statement was made. As the 
Northern Pacific stock referred to was pur- 
chased before the dividend came off, the pur- 
chaser was entitled to this dividend whether he 
bought the stock on margin or for investment. 
In this case, confusion of the date of the cer- 
tificate, and the date of purchase brought about 
our mistaken conclusion. 
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Market Averages 





COMBINED AVERAGES OF 
FIFTY RAILROAD ANDINDUSTRIAL STOCKS 
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MARKET STATISTICS 
Breadth 
Dow Jones Avgs. 50 stocks (No. 
10Bonds 20Inds. 20Rails High Low ee. Sales issues) 
Monday, Nov. 5.. 84.40 69.93 75.35 63.91 61.25 1,131,300 266 
Tuesday, 6.. Stock Exchange Closed (Election Day) 
7 71.54 76.69 61.29 975,400 249 
8 60.42 1,304,800 257 
777,300 225 
327,900 173 
588,900 180 
478,800 184 
580,200 210 
353,100 212 
268,400 176 


Wednesday, 
Be von 


. 84.07 68.58 74.54 

.. 83.95 69.36 75.88 

. 83.82 70.30 76.58 

. 83. 70.65 76.72 

70.35 76.48 

’ : 75.60 

.. 83. . 75.70 

. 83.09 , 75.01 
17.. 83.11 70.41 75.34 62: 62.43 228,300 140 

Note.—The 10 bonds added to the above table are high-grade R. R. issues. The high 
point of this average since the war has been 96.71, Jan. 18, 1917; the low, 83.09, Nov. 16. 
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Book Reviews 


These books are for sale by THE MAGAZINE OF WALL STREET. 


Prompt 


attention will be accorded all orders. ’ 





APPLIED MOTION STUDY; THE 
EFFICIENT METHOD TO INDUS- 
TRIAL PREPAREDNESS. 


By Frank B. Gilbreth, Member Franklin Insti- 
tute; American Society of Mechanical Engi- 
neers; Society for the Promotion of Engi- 
neering Education, and L. M. Gilbreth, 
Ph.D. Bound in cloth, 219 pages, including 
index and illustrations. (Price $1.62 Post- 
paid.) 

THIS book treats of Applied Motion Study 
as an aid to efficiency in industrial oc- 

cupations. It considers the field where mo- 
tion study has been and can be applied, 
methods by which it is applied, and the ef- 
fects produced. It shows the results of ac- 
tual experience in eliminating waste and 
points out the savings which may reason- 
ably be expected. igs 

The first chapter discusses the scientific 
management of industry. The next six chap- 
ters take up the actual application of mo- 
tion study in different industries, the 
methods and instruments used, and the re- 
sults obtained. om eight and nine take 
up the practice of scientific management 
and what the author calls the “Three Posi- 
tion Plan of Promotion.” The final chap- 
ter contains a study of the effect upon the 
workers themselves. : 

The book is written in a clear and inter- 
esting style so that it is easily understood 
by the ordinary reader—and everyone needs 
to know something about the principles of 
this new and improved method of insuring 
industrial efficiency. 


THE LIFE OF ABRAHAM LINCOLN, 
DRAWN FROM ORIGINAL 
SOURCES. 


By Ida M. Tarbell. In two volumes, 426 and 
474 pages, including index and appendix. 
Bound in cloth, with many illustrations. 
(Price $5.30, Postpaid.) 


THIS famous history is so well known as 
not to require extended comment. It 
may be considered the standard history of 
Lincoln. It first appeared serially in Mc- 
Clure’s Magazine, between 1895 and 1899. 
The present new edition contains additional 
matter, and has been carefully revised. 

A valuable feature is the appendix. It 
contains many letters, telegrams, and pic- 
tures of Lincoln which do not appear in any 
other publication or in any collection of his 
writings. 

These volumes start with the origin of 
the Lincoln family, and cover in a phic 
and interesting manner his entire life and 
the important public events connected with 


it down to his tragic death and funeral. The 
many original documents presented add to 
the interest and value of the work. 

There are few histories that are really 
“drawn from original sources”—so few that 
one which is prepared in that way becomes 
a treasured possession. Miss Tarbell has 
made a human document of her history, and 
there are few books which can be added to 
one’s library that will afford more knowl- 
edge, interest and inspiration. 

The life of Lincoln grows in importance 
and significance with the passage of years 
and these revised volumes shed a light on 
his character and the events of his time 
which can be obtained from no other 
source. 


THE WORLD’S COTTON CROP 
By John A. Todd. (Price $4.40, Postpaid.) 
THIS is perhaps the most complete and 
satisfactory study of cotton growing 
and marketing ever presented. 

Conditions in every cotton growing coun- 
try are described in great detail. limate, 
rainfall and water-supply, varieties grown, 
their merits and disadvantages, projects for 
improvement of strain, methods of cultiva- 
tion, costs of production and handling, 
range of prices and production—every point 
of interest is covered. 

A map of each country is given, with the 
cotton growing districts especially shaded. 
The book is profusely illustrated. Elabo- 
ate statistical tables of production, con- 
sumption of prices are a feature of peculiar 
value to the forecaster of prices and mar- 
ket conditions. The twenty chapters contain 
an immense amount of valuable information. 
Much of it is not accessible elsewhere. 





ORDERS EXECUTED IN 
Curb Securities, Standard Oil 
and Listed Stocks 


For cash, conservative margin, or on the 
“Partial Payment Plan” 


L.R-JATROBE & Go 


Established 1908. 111 Broadway, New York 

















Office of 
FEDERAL MINING & SMELTING COMPANY. 
32 Broadway, New York, November 15th, 1917. 
A dividend of one and three-quarters (1%%) per cent. 
on the Preferred Stock of this Company has today been 


deciared, payable December 15th, 1917, to stockholders of 
record at the close of business on November 25th, 1917. 
GEO. W. PETERSEN, Secretary. 








AMERICA’S TESTED TIRES 


GOODRICH 
BLACK SAFETY TREADS 


THE B. F. GOODRICH RUBBER CO. 
The City of Goodrich Akroa, Q. 
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Investment Offerings 





[Under this caption we will publish from time to time a list of what we regard as conserva- 


tiv investment offerings by firms of 


unquestioned reliability. These securities will be of the 


type that should interest investors who regard safety of principal as the primary consideration in 


making their commitments.—Editor.] 





NEW YORK CENTRAL RAILROAD Two- 
Year 5% Collateral Trust Gold Notes, due Sep- 
tember 15, 1919. New issue of $15,000,000. 
These notes are secured by the deposit with 
Guaranty Trust Company of New York, trustee 
under the trust agreement dated September 15, 
1917, of $20,000,000 par value New York Cen- 
tral Railroad Refunding and Improvement 
Mortgage 444% Bonds, Series “A.” Offered at 
97% and accrued interest yielding about 644%, 
by J. P. Morgan & Co. 

CITY OF AKRON, OHIO, $500,000 5% Cou- 

mn School Bonds. Dated October 1, 1917. 

we serially. Interest payable April 1 and 
October 1. Denomination $1,000. Legal in- 
vestment for savings and trust funds in 
the States of Maine, Vermont, New Hampshire 
and Rhode Island. Acceptable as security for 
United States Postal Savings Deposits at 90% 
of par value and eligible as an investment for 
insurance companies. Price to yield 4.50%. 
Offered by Hornblower & Weeks, 42 Broad- 
way, New York. 

CITY OF ZANESVILLE, OHIO, $100,000 
5% City Hall and Market Bonds. Dated -_ 
tember 1, 1917. Due serially. Interest payable 
March 1 and September 1. ination 
$1,000. Legal investment for savings banks and 
trust funds in the States of Connecticut, New 
Hampshire, Vermont and Maine. Acceptable as 
security for United States Postal Savings De- 
posits at 80% of par value and eligible as an 
investment for insurance companies. Price to 
yield 4.55%. Offered by Hornblower & Weeks, 
42 Broadway, New York. 

CITY OF CINCINNATI, OHIO, $122,000 
4%% Bonds. Dated September 1, 1917. Cou- 
pon Bonds, denomination $500. Due Sep- 
tember 1, 1947. Exempt from Federal In- 
come Tax. Legal for New York, Connecticut, 
Maine, New Hampshire and Vermont savings 
banks. Price to net 4.50%. Acceptable as se- 
curity for Postal Savings Bank sits at the 
rate of 90% of par value. Off by Farson, 
Son & Co., New York, 115 Broadway; Chicago, 


39 South La Salle street. 

SOUTHERN CITIES UTILITIES COM. 
PANY (a Delaware Corporation), $100,000 
7% Cumulative Preferred Stock. Preferred as 
to assets and dividends. Par value $100. Re- 
deemable at the option of the company at 110 
per cent of par accrued interest from Sep- 
tember 1, 1922, on thirty days’ notice. Divi- 
dends monthly. Price, par with 50% 
bonus in common aa, to yield 7%. Offered 
by Whitstock & Co., 120 Broadway, New York, 
oy 523 Industrial Trust Building, Providence, 


WALWORTH MANUFACTURING COM- 
PANY, $4,000,000 Common Stock. Par value, 
$20. The total profits for the year ended 
December 31, 1916, were $1,473,949. The fol- 
lowing is a summary of a letter from How- 


ard Coonley, President, which appears on the 
following pages: 1—The Walworth Mannufac- 
turing Company was incorporated in Massa- 
chusetts in 1872 as successor to a business es- 
tablished in 1842. 2—The business be 15 
years ago has shown uninterrupted growth. 3— 
The products manufactured comprise malle- 
able, cast iron and brass valves, pipe fittings 
for steam, water and gas lines, pa power 
plant material, Stillson wrenches, special unions 
and pipe tools, for all of which there is a gen- 
eral demand. 4—Through the acquisition of 
the plant at Kewanee, Illinois, the Company 
becomes the second largest producer of pipe 
fittings and supplies in the country. 5—The 
total profits for the year 1916 were $1,473,949, 
which applied to the present capital structure 
would have amounted, after deduction of prior 
charges, to 27% on the common stock. 6—The 
profits for the year 1917 before allowance for 
excess profit taxes are estimated at upwards of 
$2,000,000, which, after deduction of prior 
charges, are equivalent to 50% on the common 
stock. 7—The normal earnings are estimated 
at $1,000,000 per year, which, after deduction 
of prior charges, are equal to 20% on the com- 
mon stock. 8—The net tangible assets equal 
130% of the common stock. Price on appli- 
cation to a Stone & Co., New York. 
PROVINCE OF ONTARIO $1,000,000 4% 
Coupon Gold Bonds. Dated March 1, 1916. 
Due March 1, 1926. Principal and half-yearly 
interest (March 1 and September 1), payable 
in gold at the Provincial Treasurer’s Office, 
Toronto, or at the agency of the Bank of Mon- 
treal, New York, and London, England. De- 
nomination, $1,000. incipal may be regis- 
tered. These bonds and the interest thereon 
are a direct obligation of the Province of On- 
tario and are a charge upon the Consolidated 
Revenue Fund of the Province. Price, 87.44 
and interest, yielding 5.90%. Offered by A. E. 
Ames & Co., 74 Broadway, New York. 
CONNECTICUT BRASS & MANUFACTUR. 
ING CORPORATION, Two-Year 6% Convert- 
ible Gold Notes. Issue authorized $600,000. 
Outstanding $600,000. Denomination and form, 
$100, $500, and $1,000. Coupon notes. Regis 
terable as to principal. Dated Novvember 1, 
1917. Due November 1, 1919. Interest payable 
May 1 and November 1 at Equitable Trust Com- 
pany, New York, trustee. Callable on 60 days’ 
notice at 102 on May 1, 1918, 101% on Novem- 
ber 1, 1918, and 101 on May 1, 1919. Convert- 
ible - any = up to —, they into an 
equal amount value 8 
tive first Seoth pebioes of the — 
issue of preferred 8% 
$600,000 and can only be 
sion of the notes. Tax refan 
vania. Price 97% and interest 
Offered by Liggett & Drexel, 


1 Broadway, 
New York. 
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